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existing at different quanlzatlénal levels is presented. T <
Budget-reques® strategies.and buﬂQ§tﬂng raview techniques are’ ,
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, tmn) n:x EQIIECL and org‘*mﬁrf: aur thmlghts on ths mpu:’ WE reg‘ard it R
-as impcxrtant to everyﬂﬂe wnh an interest, selfish or-otherwise, \m
] h:ghe; education. After some months of eﬁ'@rt huwever. Lhé mmal
% sense of pleasure had; shaded toward distress. - The limit on manu-\
_script. pages,.the magmtudf: of our subJE::t 3nd the dwersny of post- A
secondary -education in America, compounded to-make our- ElEi:tEﬂv. o
Aask seem too. ambitious. We wanted the munOgTEPh to be dca-
- demically sound, to have pl"‘igﬁmtlc value for the budgeung‘ pracs - e
“titioner, and ‘to be relevant to’the C\Pl‘h‘fms of administrators in all
types ‘of pﬁ%tiﬂi@ﬂd'lry-edutatlﬂﬂ msmutmm But there snmply was
not space to do all that. . : e :
Sx:: we saught ﬁ‘:méﬂle‘i. the ﬁrst ﬂf which was uur pubhsh'rs kmd

; i i‘rmv our 'épe, to ccmcen
tr’i\tE on budgetmg in collegﬂte institutions, r'{tﬁgr' thfm trymg o T
embraﬁe the concerns ‘of the full dwerse\ set -

budget plannmg in state-
t

s ppm’ted mstlr
Nonetheless, we hope that this many scnpt Wl“ mtereat thase_ “con-
cerned With independént colleges and 1
tions found in pustsecond']ry education. We mncedé thf:t th&sa ré'“id
ers may find that varioys examples of fine poinis in t}ni budgetmg
pmc'é;s we nffer are mtrt .;l:oget yer apphc’abl& 1o thenr nwn sltustmns

p
- \" “A'
Cemer fm’ H:gher ] |
.Richard Allen, Fraf k Arml]a \Vlllﬂm Ighnsum Wayne vlrschlmg, -
“8id ’\qu:ek, and J' m Topping all. Sh'ltéd theu’ E\ip&l‘tl‘ié to illuminate
. -various aspects Etljg-manog?ngh; We, aregr eful to each o f_ them.
'i | s \: o ‘ \ - 1‘: .
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sociate Director, at the National Center for Higher Education Man

- agement Systems (NCHEMS) have developed a. Research Report that.

brings together the major actors, procedures, and systems involved in -
the' budgeting process.” Their review and analysis ' of . this’ process

* “points. out how. budgets -are created; the importance. they 'play in
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setting policy, and how the-various:levels of the institution. tan have -
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 Foreword:

A F:,bﬁdg, ” s deﬁned by stster’s Nsm C@HEgZRlE D:tt:anary as:

~'a statement of the financial position of an administration for a deﬁmte
" period of time based on estimates of expenditures during the’ ‘period 7

“and proposals for financing’ them; a-plan for the cc:ord;’nancm of

. resources and expenditures, (‘emphasns ‘added). . :

O
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. For hlg‘her edy ltmn there are twd areas m devalapmg a’ budget -
’ that make ths

mcess EDnsndErably dleErEﬂt fmm [hat of a comr
very stral htfcxrwérd o’ make a prnﬁt — anci are et by man’age-
merit, higher edu«:atmn the, goals are not smf{ular but’ are a-
balancmg Lpf teachmg res&:arch and service ECHVHIES Th’é Emph:isﬁ

AN

managemen\t but are thé resu]t af g‘eneral unﬂerstaﬂdmﬁ. betwe&n

fa,culty and admmlstﬁtmﬂ C . R
_The saztmd difference is mcm‘ne For basmess mcﬂmé is dr:—:termmed

y the pﬁCE placed 6n its goods or services and:the quantity sold, “The

pm:e is set to- exceed the expenses néeded to. produce the goods or

services; the quantity sold' is determinéd by the prﬂductmn capacity

‘and sales force of the business. - For higher education the price of the .’

- product is set at far ‘below cost, thus necessitating that the msmutmn

" look for'revenue from other sources to break even. For Example, in .

1975-76, for all of higher: f:dum!ucm nn]y 20.6 peri:em ofi mt:DrnE came
*from student tuition and fees.: The remaining income cime from the

_ federal- government (16.3 pEI‘EEﬂ[)g state government 4.1, percent):

- private gifts, grants, and. contracts (4. 1 pEﬁ‘_eﬂt) endowments (1.7 per-

_. cent); sales and services (1974~ percent); and other sources (2.2 per-
. cent), Thus, ins ntuudms of hlgher ‘education are- dependent on many

sources of income, many that are not directly relatéd to the stu«jem
or to the research E‘Ipﬁil[v of an institution. *

Because of m%ntutmm inability to clearly set gnsls and the rnultl-

'ple sources of reven | the budgeting process has: not, been well under-:

i

stood by most 6f the institutions’ smembers. This. was not a great con: *

cern while institutions were growing and funds were plentiful. . But’
.in the face-of declining enrollment, decreasing government support,

-and a static,faculty, it is becoming lﬂ(‘.‘szSlﬂgly important to have a

wide undetstanding’of the budgeting process to mﬂuenté this process.

‘:»r'
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Data Systems fm’ the TEI]HESS Higher Educition Comm;
_fessor Lyman ‘A. Glenny of thé University of - Califorfila, formerly . ‘
";Exeguuve Diréctor- of the Illinois Board of ‘Higher Education; Dr. -

_gan, Assistant to thE Vic
" Education at the Um\'{:r&lty D,f Utah! Gail Noris, Executive Coordina- -
" tor of the. Washmgmri Council. of, Pastsecandary Educatjon and for-
- €r ‘Director ‘of Pi
e Unlvgrsxty?andq!?'mfessnr Augustus Turnbull, farmer Staff. Di

T“We berlefited greaﬂy also. f, m El;e EﬂmmEIlf.S‘ Df seven outs:de Ie-" -

V:EEWEI‘S, whn Tepresent-a remarRable amalgém of acadegnic and. Prag '
¢’ ’ fififice- and. higher ' education, . They " are’

L Nunnan Albnght \ssociate Digkctor for Fisgal Affalrs arjd

sion; Pro- |

Hans Jenhy, Vice President for: Finance and Businessat the ﬁall&g& o
of Woostérs: Professor Larry Leslie of_the University, of Arizona, O "
fice of Resehrch and Study lfr ngher Edufa'lnn’ Dr. Amhcmy Mnr— ,
.Presxde,m and Assistant Professor, of nghe

1o

infing' and Budget Officer at the Pennsylvania, Statt
ector of "

& FIDFIEIE Hﬂuse of Representatwes Cammlttae on Educ-‘ltmn and
W.-Chairman of, Florida State: Umversltys Department of }F‘ﬁbhc e

’ :Atﬂrmmstﬂitmn Eac}r}af these renewgrs submltteq many hejpful com-:

- _we are indehted to Kagan_ﬁglly_whn?mw : etf—hhrf;f)#suppartﬂe

, - . Sy . - .

. B X . = - .
C A ' . . . .
. s [ . - . &

"ments and the mnpagr’iph is cle*ﬁty more valuablé to its readgrs h& Y&

cause of their’ EEDHS " n . TR o
?mnlly! we wish - m EKPTES& our. apprem*;tmn‘._,; ‘séve ik

the NCHEMS staff- wha helped pre the: mﬁnusc—npt In, péu‘tl("u ar,’

rvices: s

to Paula Dressler and Helen Barran whr:s typed the early versions ol

1th§ manuscript and helped us maintsin- @n «a#urate hxb]mgraphy
~and to B"l]’h“ll"l Epp and . Lmd'l Pndcl) who' “typed ‘the final mant-

seript. - . , R _
Lest the reader iuspect [h'lt we are cr:mnnrmg m sh-nre [he blame

for any made.qmcles in the monograph with 19 nlhers‘ we hereby’

dE'C].’lI‘E ourselveg fully Ttspnﬂ‘ilh]é fm' all m‘mﬁy i r'ermrs L
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. be from a départmﬂnt to,

_ budget, involves .in:

f‘i

Budgel;mgfs, hnwever 'nne of. the riost dynamlq’f

Wﬂds éky nbserve_d B T .
/ . gng is likely E_t'!,;thiﬁk of budgeting+as-an arid subject; ifie province
of stodgy clerks and duM statisticians. Nothing could be more mistaken. .
-Human niture is m;ver' more evident than when men "aye strugglmg to -
er share of' funds or to -appm'lmﬁ what they ham: amm‘lg '_

=4 B =

myﬁad ﬂa;mants ,(1974 .2 xxm) .
5 ﬁ; u
% j'— - i - B : :
The Essential purpases of budgetm?’;ire o dlstnbute I’ESDLIIEES.
translat plans into_actions, and. foster acmnntablhty In its most *

. basic cem:éptm - the: budgﬂt is an ifistrument that enables the alloca-

§t:u}ﬂ of resources ‘from one’ orgamzstmrlal unit to another, Wht‘:ther it ¥

or fmrn a ﬁmder to the

Typita‘ VA the reqUEst budgeﬁ (whlch mdxcates wllat réspurces are-
sought and for what purposes) is larger ‘than the expen\ﬂlturé budget
(which spgclﬁEs the uses of the resources actually pr v1ded) In forthu-
lating the request budget, choices’are made at each level, from. faculty.
member to academic chief executive, regarding the possible activities
that might be carried out at'the institution during the budget period.
Smularly, the trénslatmn of ithe ‘requést budget into the §pending ¢ .

ing choices among, the proposed set of -activities:
Most ¢hobices. made ‘in the_annual request-allocation cycle: fos:us on
hgw to spend the prapﬁsed budget increntent. Since: the increment
usually is smiall by contrast with the Existmg bi dget base, one iteration

“of thé annual cycle seldom has drdmatic impact on institutional di-
~ rectibn... Significant prag‘rai’nmatm change and- budget reallocation
' ncnﬂznally result from special plannifig studies. Nonetheless: much at- ’
: teriém,n and energy are focused on the annual budget-cygle. Various

techmques and. approaches — the executive, butlget;.planning, pro-
‘gramming, "and budgeting systéms ' (PPBS); zero-base -budgeting; -

_-:f@rmula budg&tmg_ perfﬂﬁnance-based budg&tmg» as wx:ll as. various

¥

(ffctions of man- .*
agement, because: it affects all management fum:fxa:mi As Aaron |

=

, from. a calleg& toa de :

B



g'ibmatmns of t}u;se = repres&nt Eﬁoﬂs to im-" "
by Which:request budgets are developed and .de- .
'Vanwgfofrn them into spenfhngbudgets ’
X the formal mechanism through ‘which plaﬂs be- -
cﬂme und«:r; kings, ;Ngt all- ,ngree, howevar that the plannmg and .
budgetmg f‘unt*ua "héuid be c@mpletely ‘intégrated.” Schmldtfem

yhrr. (1 iﬁ’ and Schick*(1966) argue’ that plan-
\

F

' mng ‘and. budgetmg mherent_ :chﬂxct ThEy note, for example, that
- pIannmg tends to go. fp;w,f withoyg the .specific- resource or time
.}j ' constraints that apply in‘ the budge protéss (Schmidtlein and, Glenny;

1977, p: 240). On- the’ ﬁthgr hand litch - (Iﬁﬁ?) contends, ‘
- tion of plannmg and budgeung fjpctions was a _major source of dif .
ﬁculty in the Department of Defensk, pruv;dmg the primary rationale -
for the introduction of PPBS into thkt agency. . Whether or not plan-
- -ning.and budgeting are camed out ﬁr *h ’lsame staff or are tctally
' ‘mtegrated Drgftmz-ntmnal plans evemmlly must be ‘translated into
some :formal. budget request if they are to becixmé operational ,activi- .

~ " ties. This.essential re]anonslup bEtwee.n p]annmg and hudgetmg can- .

not bé ignored.” ; - . .

The thlrd general purpase ‘of the deget, av all . nrg*imz'm:m*l]
“levels, is to sérve as an instrument for achlevmg both internal and ex-
ternal accotintability. Interna]]y budgets, pruvxde a mechaniém for

"':i

= - expenditure and: mamgement ‘control. of. operational acnmng.s,vExL—i',

- ternally, the budget helps }0 communicate to constituencies- the activi-
ties.that will be supported by-allocations and the expected'results. To .

#+ the extent that the results are or are not achxeved,‘the crEdlblllty of

..the organization is enhanced ‘or reduced.” ' S T

,And so thé making- of a budget should not be treated as a routine .
éxeruse -The budget - its dEVEI_DprﬂEHt mmmumcatmn ‘and execu--
o cu:rn —sl;cs at the hear‘[ of the Tnanagement process and affects, dlr‘EC[]y'E‘ :
»‘Gr mdxrectly} most: m'ln'lgement decisions. In_ this monc:grapﬁ we
" undertalge to idéntify "the forces' and. factors shaping current: ap- "
proaches to bi‘ldgetmg in pcﬁtsectmdar‘y educqtlan and to indicaté .
hkely develapménts in r:ammg years. '

?

- - ’ [
—_— L

4 [EN *

Ma;ar.fssues,and hﬂplzfatmns L e : :
N " 'We begini“this six- part munograph with- a bnef review DE a IDng
. standing+debate c:oncgrnmg whether hudg&tmg is largely a technical
“or a political ‘éxércise. Two equally plausxble arguments command
our -attention.’ Thera is much to be said for developing and jmprov-
ing technical approaihcs to budgetmg The budget must_be reduced -
;'.tn quamltatwe form, and the‘use nf te«:hmc:a] aﬁa]yse%‘ magh f@rrm of -

3
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decisionmaking is well esnhhshed ]’ust as clearly,: however budﬁetmg
requires. choices in a Enhu ‘environment. The importance of- peo-
ple, of their values and convictions, cannot be estimated by a standard
process or reduced to ‘@ number.” Although the débate sometimes,
takes on either-or dlmensmns we mutluﬂe th:lt good budgetmn’
" pfactice must draw from both of these pmspectu s.and be tailoved to. .
the situation at hand. The’ fhillmge to the: budget pl;mner is to -
understand the proper. 1ppht1tmn nf f—:ach cansxderatmn hurn:m a
nume 1cal '

Am budgf:tary dEl‘:l‘ilﬁnﬂlﬂklﬂ
pamng ‘In some -form or mhe ] I ‘ ]
literature at least since Trevor -Ar émih‘él wcn‘lﬁz;,n_:m_highErééﬂm;{:l=
_‘tion finance in 1922. We conclude thaf these issties do*not lend them-
“selves: to general zsolutmns and thus reason that [hcy w:]l *1lw1y: be ..
'sourcEs of. concgrn. in budget dE\’Eleant . - o
- Like most’ admmmtmmﬁ activity, current, budgetary pr’lCtlI:(i re-
~sults. from an evolutionary process. The third section of the rnm;
g‘raph traces the hentlga of current budget- Phnnmrr '1ppm;1t:hés in
p@sfsgcﬁmdary education. We consider the approaches to hudgetmg :
in prxvatf: mtlustry and tmts: thi‘ dcvelnpmf;nt Gf hudgémg pr:u:lue ’

“tion upprmrhas
the dem:mds fm‘ rrn:atu ﬂtmnaltty in budge[mg

_or bnth thi‘ eversincre y
emergence of thIEcnve birg w'nmﬁ’

In the fourth section, we describe “in (let'u] ﬁw: budget plannmg
approatheﬁ ﬁn;r&méntal budgeting, formula budgeting, program,
budgeting, - fén}basc budgeting, and” pErfmmance budgeting. All
these approaches are used in postsecondary education today. We ob-

- serve a dEﬁnltE trend toward' the so- called more rational budgenng o

.
C
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4

appma.ch&s in nur ever—changmg envxrnnrnent and ﬁnd further. sup:
port for ‘our conclusion that fore budget innovation in the ration-

" alist stream is probable durmg the-coming decade.

- The fifth section presents an analysis of budgetary roles-and re-
sponsibilities existing at different organizational-lévels and. how they
vary as. the function of* de‘UCUIEI‘ phases of ‘the resource-request- al.
location cycle. We consider budget-request : strategits and budget-

...Teview téa;hmqués finding that the . considerable. uncertainty that L
deans and’ dép'lrtment heads* must cope ‘with u 1, the allmzan_an_ 15 e
,f;kﬁawn lmd% to ta’nsxdénblé tensmn anel frustr o o

1‘.‘ FE ) .

I P

If, as‘wetancluded‘buﬂg Ing in pnstsemndir‘y Educatmn 1§ hkely

" to undergosignificant change.in’.the, coming decade; what rmght be .ol

itive I‘esu]tsﬁ’ ‘We com:lude that there -
T and develapmi‘nt activities: EllﬁDuﬁd

done, that would encourage p
are a number of needéd rese;

: Ing the major issues [h*’lt we 1denufy in the monograph. .

Further research 15 nr:edf:d Jan at le’ist thE following three areas:

. Undé;j‘ttzrzdma the fixed tznd uzfrmble nature of resource con-
sumption in hz.c;r/zg-r education — a better knowlcdge of cost behavior

. is essential for. successful develapmem of new approaches to state. -

level fuhding, improved. pricing decisions, cost recovery, and iden-.
tification of _the shart term ﬁmncnl impacts of. retrenchment de-

'ClSlOﬂS

° Undfrsfandmg; tlu: mﬁfzmzni rmal arzd dsc:manmakm
in budgeting — imore work is needed in’ evaluating the comparative
effectiveness of decisions: [h']t are made at various lchl% -of the hudget-
process and in .asses ssing the role” of technical analyms m support of
the > political nature of budgétlﬂg A

. Urzderstandmg the rmpm:t of é-‘ntf*nmz new mﬁka:‘ ts — budgeters.
need to be able. to pr ovide mnsxder‘ibly more- mfmmat;an about the -

long-term fiscal and pragmatie- consequeénces of. chapgiﬁg'}héir ‘mis -
sion to serve new markers. - : o

We also see the need far fcmr ,‘ZEH&I’?] tqtegnrles of npphf:d r'e—'
search -and deVLlem(m o e :

o. Infegrating academic plﬂrmm,q and budgetmg activities — there -
l be a strong tenclency for planners to 1rfnm=e the pragmatic im-
plications of budget reductions, when. faced with .tetrerichment; but.
such shortsightedness. will - lead to even mmg L‘ml’lp]t‘_“{ problems- in -

latzr years.

T
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s Adaptmgf bud;{gtmt‘r l‘é‘l:?hﬂlqui‘s‘ to the unique neéds of mlleg
and universities — since most- Budget reform occurs outside the con-
finés of higher education, developmental activities' will -be' required
to madlfy emergmg budgetmg techmque:s to make them more

-

. Impmvéd:_. envollmant fo écasting =~ 'the major
aclueved in enrollment Egrecwstmg a rléc‘idé '1gD are beqt suzted for

“jections b'-m:d Extlusnely on clemﬂgtﬁp’ 'c trﬁmls ] e
Because of space limitations emphasis in the monograph is phced
“on the budﬁretir‘y process in public institutions and state: level post-
semndar‘y{ducatmn agencies. Réhtwcly little - -attention is devoted
to federal concerns, practices in private ‘institutions, revenue’ fore- -
© casting, or budgeting- for res stricted funds. The monograph does not -
-attempt to explain_how to carry-out b dgetmg Our purpose- is to
. prowde a geﬁeml hnckgmund ‘about the issues, techniques, and de-
= velopments in pmtserondnry budgeting and to aéquaint- the reader
_with® the extensive literature tlnt is available for furthrzr mv;sng't-

tmn

r"' l-»-IT‘
=
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Budgetmg Perspec i, ves

E N =

Budgétlng is most fI‘EquE:lltl considered from a technical per-
spective. A budget is variously g’gﬁed as-a financial plan (Heckert
" and ‘Willsor® 1955) and a planning and control 'system (Jones and
Y‘K\Trentm 1966): Heiser (1959), however, distinguishes between the
passive nature of a budget. and ‘the active pm\?ess of budgeting. He.
‘defines a budget as an overall blueprmt or a comprehensive plan.of -
operations and“actions, expressed in financial terms. He views bud-"
gstmg, on_ thé other hand, as the process. of: preparmg a bu;dget a.
functlfm that. is used for phnnmg and- CQDrdl"lhDﬂ as wellas’ fm
amtqmmg management control nf ‘the organization. Thus the two
prirn:lpal aspects of budgetmg are budgﬂ[\ planning ;md budget eon-
trol. B
Pyhrr (1973) attempts to chstmgu;sh bECWEE‘ﬁ planmng :md buﬂgét-_
mg, describing .planning as the process that identifies desired outputs,
- and budgeting as-the process that identifies required inputs. - Yet his
description of zero-base budgeting. links the planning and budgeting
" functions, thereby introducing a new concept,- ‘that of a budgeting
. System. ‘Joneés and Trentin succinctly eapture most of the technical
faspects of a budget budgeting, and a E\lﬁxdgetmg system.

- A budget can’ br: ﬂ:gard;r:d as primarily a plan or goal or. I‘JbJE
‘we_know of no better definition of budgeting than to say it i

a i::lannmg and control' svstem. Each word.in that definition |

- for a full understanding of budgeting's proper role. The plan )

_ control aspects felate to ‘the fundamentals of the maﬁqgément prnceas

. To 'regard budgeting as'a system is most important, because this

e 1mpllEs a Cﬂﬂ[lnumg process throughdut the year — the key to good
budg&tmg in any husmess operation (1966, p. 14) o -

~Yet even thl% téchmcal deﬁmtmn mmprehenswe thaugh 1t is, does -

_not._embrace the full substance. of budgeting and its 11‘1]}33615 W Id-

avskif pmntﬁ out that hudgenng cannot be disassociated -from -its par—
tltlpaﬂt‘i i :

Budg&:tmg deals with the purpnﬁfs nf men, How cam they . be maved to
cooperate? How can their. conflicts be resolved? ... .. Serving diverie
- purposés,a budget can be many things: a political act, a plan of work,
a prediction, a source of enlightenment, s means of .obfuscation, a me-
.cha ism of control., an escape from resmctmns. a means to action, a
‘e on progress, even a praver that the powers lhat he will deal gcm]v :
with the best qsplratmns of fallible men (1974, p. xxu ’

6
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" the budgetary prxxe&ss Sm_f

. mstmﬁmn c*m result m ci%crea éd resources [or

:"the “interests of others.
" budget, the ‘American

‘matters (AAUP 1976).

E secondary educatipn.

LY
e

v
-« Human Elsmérzts - :

b\xdgg{; '

C SSES a;e emergmg in.t e lxterﬁturf: t@ fjhn’n equahty W1th the_

tative analysns |
! ™
“In part, this is explained; by the iﬂmp]f\lty that HErlves frnm the

3 -

diversity character izing the

and| from the many perspe

ves rep;c—fme:rl rtiy thE pa;ﬂcnpqnt: in "
nt*a F'lullty, insti tutmnﬁl 1d‘mmlstratﬁr“a‘

-progtammat 5 m'ldr: durmg the develop .
ment of a bud ‘or chi d hv bucfgt:t constraints (Mﬂrgqn 1975)..

TNheE,_ résaurcizs are llmLEEd

& decmam to mcréﬁse r&‘%@uriés for
res , less em-

p_h;;s;spn public service, a rLduc\tmn in student health setvices, hlghET‘;

~student fees or tuition, ?nd'm forth. Thus:such & decision can coin-

f some students and faculty and contravene

cide with the ‘interests
(Recognizing the pervasive’ influence of -the

issociation of UﬂiVETEit;’dPrﬂfESSDTS has adopt-
ed a fofmal policy statement-on the role of the faculty in budgeting
_Similarly, the same- decision might satisfy -
legislators interested in improved instryction, “yet conflict with state
and ‘federal . programs |designed to improve financial access to post-
Balancing these diverse interests is an. im-
dgetary process, and the impact of. the process
( y trgnscends. they purely . technical dimensmm of any particular
bu’dgeti’n’ system.' : : ‘

ctual dﬁﬁg‘fea‘l‘lgnt abcmt the mle c;f qll’!ntlt‘lhv& analysns ancf‘
is in budgeting (Glepny et al. ]‘f?ﬂi \Imsmg&r 1975; Mﬂrgqﬁ




1978; Schick 1971; Schmidtlein -and. Gienny 1977; Schultze 1968; md_=
Wildavsky: ]914) The roots of this.dgbate can be traced to a-central -, <"
problem, inl welfare .economics ﬂ:garckmg th:: pllmal distribution of "«
resources between the government éind- thg kprwﬂe sector, (Mu:grave
‘.and Pe*zcg\}ck 1958), Though thére arc many techiical ‘and philo- -
ooV saphicﬂ facets to this debate, unev;mb]y wklfare economics is prem-“
ised and dépendgnt on a political mechanism that enables social
.values to be 1demrﬁsd and expressed in public ‘pelicy and 10 be served.
thmugh pUhlrr programs “(Dahl and -Lindblom ‘1953). - . ..
" In recent yedf¥s, attention has focused on’ different’ 'PPTq*iEhES to
buc’igitmrf and on organizational interactions, bmh external ané in.
ternil, aSSDE‘_mtEﬂ with’ budgeting systems: The dﬂ’é]apmli‘nt nf thiz ' .
“plarining, pmg‘gqmmmg,-aﬂd budgcnng 5Y5 em (PPBS)- didl more tn
hms;{hten thls dibme than any- nther qmgle devf;](}pn iit = wfltness @
NEIS n’
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- PPBS is typxt‘z} of budgetmg sv:tems‘ in that it was 'mmduced to- 1 '
(1) achieve better coordination between ‘the- plam‘un3 and f‘)udgétmg I
functmn% (E) -enahle ccjnﬂderqtmn of future (mﬁequeniﬁs of bii
der:mt:ms (3) 1rnprme uﬂrlr;‘ﬁhndmg of- hc:nw pr«jpmed expén'd I
mﬁuegre programs, and’ (4’) Iﬂ"iLE -the hudgét an msn“umer;t f«:rr -

aghlevmv a gTEltEr’fgﬂgru:_m_? between an mrgmr?nmn 5. gm]s and

mentatmn Df F‘P§§ m thie DE[CI‘HE Department é . . "‘3

L ia A .
- ¥ = . - R
! o oo . : .o o s s

. Thus,'é,wc hs‘va ﬁrﬂ'\‘idéd fﬂr th‘e Se hx) aE Drsﬁ:n"ﬂi and h:s prmt;l[ﬁl '

- military and civilian ‘advisors a ésyau; ich ‘brings: together 3t one

p]su:e snd’ at ﬁﬁE nﬁn: 11] of “the reﬁm‘*}m mfm nr}tmn ‘that thev. need to

Tward m«;{ram and: to ¢ontrol thé execution

'nf tha[ pmg:am ‘}uw fnr the: firs} time, th largest husmcss in “the "~
¥ E_xtenﬂs's :
. morg’ than one- Yéar lgm the future (1967 P ‘39) '; 5 __{,, ) S
- . , e, el e

A R .
. As;essments hk%‘ these Isd m the eventital irplementation of . PPBS
Yn. all féder;a] agenc:es the’:“‘!nirgasxng USEﬁﬂf pr@grarﬂ ﬁrwﬂtedl
budgenng in ﬁl?tﬁ S};Diél‘nminlﬁﬁg ’

4 T ¥ % R - -
Palztzml Ratmn&lzty S }éfi;i A
Not everyone is .as optimistic abodt tEChﬂlEi] a prmc}lés to bud—
g&tmg, however.’ Wlldwsk) for example,” contends that, %1(:1-1(: recent .., .-
analytical npprmchcs tor hudgiﬁtmg ‘ha®* tended td emphasx?c the = =~
‘. athlevemem of economically ﬁ‘fﬁmént pmgﬁmm?nf alternatives at
the EXPET‘HF nf politicall¢ qbund ;md cceptable. policies, In develop-

"
)
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7 thr: pﬁhnfal problem
.. This means that. ANy §
‘ﬁrst by its effects on the political structuré, A course , ;
corrects, econotnic “or social deliciencies but increases poljti
must he r:jeztcd‘ while an ‘action which contributes to pdl
" ment.is- desirable even if it is not entirely snund from 3 Ecmmrﬁm or
= Sﬂtla] sisndpg‘m (1‘371 P lql) : ) Loy 5

. 4

= n

The need for pahtlcal r*monalu} derwes from the “political a

- costs,”. as “Wildavsky. terms tf\ém incurred :in the development and
[estébli,sh_m&nf’\hf’public policy. Wllﬁswkv “views th&m as exihsngc

costs, -~ T '“ _ ,'
EX
St r;fét, a pﬂhc\ adopted. Hg hiase

t;Esgurces m [hE‘ farm'nf,; favors: i

0 o1 remiove” (egm office).
L to do the same, a pu
i . peo ’,; and .1 alht‘,!& t‘tla]latmn )

) E—.hds)
e Iurn, may }]EET

e K u:ft_] suuatmn thm e necd fnr su
" pmtsn Not simply the u_mmm:c' bUt tu: fmht:ft@\( casts ;md hcncﬁtq
* turn out to be crucial (1‘371 P: 193, 7
3 £ L - i. . e . "
In’ consiyuetinga" model. of st*m: pcﬁtsécﬂnd ,z;gked ation budget-
Schml&ﬂv@m ahd Glenny proposed three” crit by whu:h to

mg,
meéasure the effe&tmeness of the budggt process:, tEChﬂlial efficiency,
cative éfﬁcz.s:ncy “and rationality. Tethmrﬂ efficiency,” they ex-
“denotes the degrée to which, an organization praducas a set

‘ =F
of Dutputs of spem ed quﬂlty and fquantity using. the léast cost set

of inputs. and .pfoc (1977, p. 2D). Allocative efficiency is con-
cerned with 'thgi elative preferences. of collective and “individual

m

bui ?’n D[ thE costs and bEﬂE- -

LODSEqLLEDCE re-
and negotiation.

.- =
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)_,[;7 Thf,‘ ratmnahzy;ntgimn is partlmﬂaggf nﬂ?:nrt:u*%E wh n g; tputs are -
abscuge or controver a], In ,tsh]s z:u,iumstancé
B ¥ @

" quencd ‘of decisions and to barj
Lsult fr m, this 1 mlltlﬂ?t:ml i

) hensné anal

s ‘§ DI‘D§$5 is ﬂssxgncd !hnt"p:rm;}s rszcr:tgd pg(rués to t\f;luat: thg d;nusr:

i_ pmccés and not fmm

Cary
erpgral 1&:3\ mmaket (4917 P 3(‘))
H &

A

"sk} FU18 rle n}y

nmnlu:} t]ﬂn hg

ilocative, eﬂiciéncy"am
He arg’g&s stmrn;’gl

bm:t i‘lie- Irivesio lﬂcxé'lﬁt: techdical. Cfﬁ(‘lﬁ‘ﬁcy in bud' A
, [ :
31,\5 pl"’igllc\F'S But ﬂ\%&mnm ‘thrust of his «discourse is ta plcpmc’;t,.

1 ‘ e T
ébtdgctmg pic St allow for pﬁhmal negotiation, Though .far.
';the most: I “his argument can be viewed as a pos
ion to rationality, the third ‘criterion-.

l } Scﬁrmd{lun and Glenny. On ‘the. role of. ;mnlysts in
hudge[mg Wil

:\sl.x is mme nmblfrmju: o .

&

te s =

ia are much needed ‘md mcréﬁsmg]\-
el is not ﬁth them as such, at all. ‘T have heen con-
1 impontant, could triumph over other
cing. given these othiers. T would

being pursued with thg same
m and E"{D’!l}!ll“ ’ﬁ 15 economic LmUEHF\ In that case 1 imu}d have

'nrlmg efficicuey sludnrs intg lhe d cﬁmﬂ nﬁng

o

open advocate of the need fﬁr tECLﬂ]Fﬂ] a 11}%1%
in budgeting. . nonetheless recognizes t} importance; of politic,
insbudgeting; s)hmngh the pG]lthl] pm s, he observés, hurmian
‘glluéﬁ aré mtfr] ed into decisions: “In a democracy, the PD]IIIC"!]
. tools  of fTCfl‘i}Dl]rﬂ']Llﬂff — bargaining, advocacy. »ﬂfgﬂtld[l{]ﬁ and
" compromiiseX— arethe means by which workabl -Agreements “are
made amid conflicts about values ‘and “interests” (1968, p.. vii). But
analysis is really important, “Anilfsis,” Schultze miintaihs, “can
help focus debate upon matters about which judgmenti are necessary.
It can suggest supcrior alternatives. climinating or at least mimml?mg‘:
the number of inferior solutions. Thus By §harpenmg the dﬁ‘bﬂté.
‘iy’ﬁtﬂf’ﬂﬂ[li‘ analysis can enormously improve. it” (1968, p. 75).
other words, analysis can rc‘ﬁn:\rhe options from* which a]ternntmé
are chosen md in th:n‘ way hf‘]]) fo 1mpmvr‘ the qnnllrv of détmm




Summmg up hlE plu‘angn of the mle of quanntnnve ::n‘ﬂysxs in
policy deve]apmcm ;mcl hudgenng Schultze observes: -

Th: most fllxs(réifiig aspect | n[' puhlir’ lifr_- ig not the inﬂl)ility 1o con-
vince others of the nrerits of a licy, Rather it is
thé endless hours spent on leuzy dlscugsmm m which . yelevant issues
have not béen separated from the irrelevant, in wlm:h ascertainable facts
and relationships have not heen tpw:sngatcd ‘but ai subject of heated
debate in which consideration of alternatives is ble hecause onlv
one. proposal has heen developed, and. ahove :nll discussions in which
nobility of aim iz presuined to determine fzﬁerllu_ncséﬂﬁf program,

There are 'epough real value conflices, institutional 3
s of mfﬂrmﬂnon in the wav of effective Emcrnmvnt action. Lc[ us
onal obstacle by asstuning that t:nmphft value
tively translated - into rnecessarilv tﬂlllpl(:\“ prngrams by nhthing

mﬂ[E than spirited [lebntc ; .

It may, indecd, be -necessary to guard a ainst the naivete nf the syitéfns
.-analyst who 1gnmcs political constiaints and believes that efficiency. alone
it is equally necessary ‘to guard, against the naivete of .

ﬁker whn ignores résouree mn-:tramls and hel s that,
.wrcué alone pmduces ‘efficiency (1968, pp. 75 76). - S "

Clearly bmh p(jlltlt‘i m(l qu*mnmuve mnl}sxs h'l\e 1mpm’tgm

thmugh whlr:h %DEIH] Jnd lmman values can be I’Eﬁected in budg’&[‘l!’\’ :
decisions. Dmnnmnve analysis, on the other h:md helps to refine .,
options, E};plmje the conseqquences of alternatives, md t]]erghy ‘Helps

-to sharpen the debate. “As Glenny observes:: :

agreement and lack of theory); budget professionals are mov-
_ing slowly and pragmatically toward a more systematic approach to bud-°
geting. -They attemnpt to apply comman pracedures and pmcm:(.s
and to gain objectivity in bndget , chnsmnm.i, itig through "data and in-
formation systems, use of analsvtic ulations and decision rmodels, and
new forms of budgets, generally programi tvpes of budgets, While we
rlt;cmragc these efforts . ... ‘we agree with Dru[ wlm states that “to be
frank, neither the facts nor the methods neede vii @ complete,
basic guide _for cnnﬁtnn‘nng optimal pn]li:‘«m:lkmg systcms are vet avail-

“‘able. (1976a. p."B). . ' LR

‘Despi

and Salancik. Relying on the work Diéz".r:nrg;umfatiaml sgholars' Em’"

’fmm [hf_ p[l%pu;mu ut detxsmnmakmg Ims he;r_n =

. snt:m]ngls[s ..

m"” ({470, p. 271).

. “Both Glenny (1976a) and Schmidtlein and Glenny (1971) affer direx
cussion of the interrclationships of organization and budget theory,
are the works of Baldridge (1971), Cyert and March (1963), Downs (1967). March
and Simon (1938), and Thompson (lf)ﬁ})r‘, all coneerned ‘with organizational theory
.and decisionmaking processes. C
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the conistruction of their analytical paradigm, they found that the

amount of resources provided to "departments was directly related to

the power (political influence) held by that department in the or-

+ - ganizatien. ""The more - powerful the department, the less the al.

located resources are a function. of departmental workload and stu-

- dent demand for-course offerings” iL(lé?"fi, p- 135). Thus to under-

-stand budgeting in ‘postsecondary education, one must bé aware of
both the political and analytical. dimension of budgeting. -

. As'Dahl and Lindblom point out, “not all of everyone's goals can

«  be satisfied in economic life. Economizing, therefore, réquires 4 pro.

cess for determining whose goals shall have priority and to what
extent” (1953, p. 129). These priorities are deternrined -and decisions
made through a”combination of .political negotiation and- technical

analysis: Though ‘the literature. js replete ‘with arguments for and.

&

\gainst both, their separation is artificial and misleading. " - _
. 1 Technical analysis in-budgeting is not'a Substityte for politics. It

will not, nor should it, seek to ¢liminate politics from planning and

- Eu"dge’ting! It is through the political process that values and intuitive

+ judgments are. incorporated into. decisions. Analysis can help, how-

‘ever, to-focus discussions, identify alternatives, and assess the possi-

" ble future conséquences,of a particular. course of action, Provided

~ they gre not viewed and used as.¢nds in"themselves, we regard techni-

cal approaches to budgeting as necessary adjuncts to decisionmaking
*in an increasingly complex environment. .

= =
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Ma_]or Issues in Pﬂstsecondary -
/ Educatmn Budgetmg S

————— !ﬁi;? - R = \”,

Guen the' dIVE and hr-re-u:hmg purp052< served by’ budgﬁtmg-‘

it shcmld not be surprising that many issues, many points of conten-
_tmn suground . budgeting 'in  postsecondary education.- Thmlgh thé‘

issues are interrelated in their effects, we ‘have, for purposes: of dis- -

cussion, organized them into- five categories: participation, centraliza-
tion "of authority, equity, mfmjﬁtmn burdens, :mcl cust. outcomes,
_and performance informatiop. : A

In The Uses of the University.. Ix&rr (196%) coined nnzihwfﬂty to ' -

) tm'mote the complexity of the. ‘modern American ‘university, Tt-is
an entérprlse conducted by. mcrvldu’lls exhjbiting more differences in

interests than they share in common and’ 'serving diverse. and aftar;'
“gre

cgnﬂlttmg purposes. B’llderstun has . noted _ that _universitie
(mtfst‘l)fi_ but not entirely) focused on the young ;md ‘paid for by the

old .". . they are supposed to endure” fﬂrever, and they make” their: - .

budg&ts -one uncertain year at a tm}é (IQGS 1) He adds

ihe gt:néral p;nsls of. a university. are shmudfzd in- vagueness.. Bx gammun

- consent, there are several goals, but there is not consensus among those.

"~ concerned ‘with universities about the relative importance of‘ the goals,
the interdependencies among them. oF wm% af nmasurmg 3ttammcm of
them (1974 B 9, v ’

The vagueness and l'n;k cf consensus are Iaglml mmequ;nc of the
manner in which guals are ’lrtu:uhtéd Baldersmn agam» ‘

- v 5. -
*go.lls are wm‘k:d out b\ numerous ‘lLEmmnndatmm' in- the - nrganlmlmn .
h ﬂﬁn appear, heng adopted and annou ced from on high.-
. we deal with the mjtmtmn d design of a‘managerial

ﬁran;-.s; and, ‘not the question of r_mthmg smglc c‘ir:l:uln(. to do the
. the manageri 1 process,

rlght Elur’.’lg . There are mar ontribufors

" stitutions. "\Tot *111 ng'ree th at, th:s dlﬂ"usEnESs; I‘Egdr‘dlﬂgl itutional.
3 Elthéf dE&lri‘lhlE or necessary. NEE fc:r example argues that

" go 115

5. should be centrally deriv:—d. _-Gnai}f — broad state-
ments of the in al purpase — should be an efpression of the total

' institytional erspective. The'total perspective-is always more than the -
sumn of the' desires of subgroups within the institutions (1971, p. 124).-

. . university g

&
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Participation = T
... Nonetheless, Bnlderstnn haa Capwréd thc current state of PEI‘UE]PJ:
‘tory ' decisic

».-titutions, Faculty, studems, nnd_ndmmlstmtmrs are all effected by,
and therefore desire to ‘participate in,, the develnpmen; of .the in-
stitutional bl get. Externally, the interests of the alumni, thc com-
Ly, and, if it ig a pubhcly funded institution, state ngenc sand
ors along with federal administrators must alsor be’ considéred
devdﬂpment Df a budgei As E*ﬂdersmﬂ points out, '

unm;rsuy has berome a mixture of institufjon, , enterprise, .
5 partly because it has 1sscrnh]¢:c[ a Jafgt and confusing range of

; ities and operations, but’ pqrtly ‘also because the ﬁ‘mjﬂ.'r f)aruts at
interest wamt to view it in different,ways! the facudty and students; as an
pmsntulmﬁ‘ the trustees and sofue adm;mstr;mrs asean enterprise; ‘and the
gﬂvemmental Spﬂnsms. 45 an ‘lgt;ncy Conflicts dT purr)nsc. Llw fﬁDIlV"{
tion, :md siyle flow.. fmm these different views (1974 p. 2. C s

P‘irtu‘:lpat;cin in budgétmg is fmthfr cnmphm[cﬂ h} the umque,_

rt:ﬂes of faculty and students: On the one hand, faculty, as reachers

'.'_ and researchers,. parnc:pdté in"the organizition in traditional labor

m]es On . tHe other hand, as the desrgners of pr@grim% the de:

velopcrs of. disciplines, th& cirectors of reséarch- projects, -and the

maintainers of academic. standards, faculty . perform m:mggemcnt

. roles:” Their claim to p'lr[lClPdtl(‘}l’l in the develdpment of the budget
. ls therefore on the basis of two roles of equal i import (AAUP-1976).

Slﬂ’llhrly, students fuﬁmun in a dual capacity, As consurtiers, they

- are int %téd in_the choices made in the budgetary process, Thmugh

,,,,, sions to enroll or not enroll in particular courses

_or pmgraj ' r‘:y can impact budﬁetary choices. They ‘also affect

" budget decisions through their participation in r:ampus governance.

.On the other hand, s[uﬂents can be regarded as products of the in-7

stitution: In this capacity, however, they have less claim to P'Irtl[lp:i-
tion in. the institutional budgéhrv process. '
B*ﬂancmg the diverse dnfcrests of -these pﬂrtlclpants in P t-

secgndﬁry éduc*’itm and’ §3[l§fylﬂ“’ their claims for equal participa-
‘tion-is a major challenge in tht: devélnpmént of budgets. "The prob-
. lem s furthf:r Ewacfrhwted as Shntk observes, bv the fact that

o

Budgetmg is characterized by two opposing tendem‘:ics AR (T ;1[ ange -

. a highly fragm anql a highly mrerdcpcnd\:nt proess, anrnématmn
comes from the ‘dispersion of pD]lllfal power, the tridition af building
budpet - requests [rom the battom:t p, and .the hcterngeneaus roles and

5. of budget officers, operating officialg, elected executives, and legis-
T8 Imerd:pcnden& is. an mhr:rzm fhafattgnsnc nf all budgumg flt‘

sionmaking in universities'and other senjor ecluutmnal in- "
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_Csrztml:mtmn of Authaﬂty : : R

»shlp of budgetmg to centralization -of authorit w1tlnn ‘organ
“and ‘arhong organizations ‘and agencies is trﬁrg
E

_departmental bnﬂ“’E[ are dikely to
© 'was too centr;

‘mental ‘activities

riving from the searéity of resources and the necessity o secure the co-
.operation of many parties-in'the making of expenditure policy.” Budget-
ing can be interpreted as an ‘effort to. impose some coordination ‘in the
face of the centrifical predsures of agencies and interests (1971, p.-185) .

Cs
B

As budgeting apprmchcs Have been (l(;VE]OpEd [}ﬂt try to caunfer

) the fragmentation inher ent in postseccmdary education and to achieve’

greater commonality of purpose and _thrust through the budgeting
process, concerns ahout CED{IJI];EJ[ID]‘I have Emﬁ‘lgﬁd The reﬁuon-:

ed Extenswe]y in thE

literature, THis should not be surpﬁsmg in many w:'\)s whether

~ . ‘duthority is seen to_be properly located or: exercised dep:: nds on the
_Eye of the beholder. . C .

. Faculty mErﬂbers for E'ﬂmph:, whc feel that the tl::pjrt ent chair:
person did not consult them. sufﬁ%ml} in the preparatio n of the
hink that the budge[mg -process

ized.. The clf:pnrtment ch'urpc:*'rmn, on: the other hand,
at the dean of the college developed the college budget

might feel th

“without 1pproprn[e consultation at the depmtmemal level — and

so on up the line: It is an ll‘n’lvmdﬁblc fact of budgeting that thete
are seldom enoungh resources to do everythi o, Qnmé T‘qulE%[S will be

i suppurti‘fd and some will not. When budget d¥cisions are made, either -

implicitly o e‘{p]lclfly, authority is exercised. Whether those decisions’

are .made at the appropriate level and whether the authority is’ exer-

) EISEd by the' right actors are pemrs of major contention,

In considering the. rcqllcﬁts of an individual 1n6[1mtmn shDuld H
state agency, the legislature, or the institution, decide whether a part
ticular program %hould be mxtntéd or .whether funds should: be.ex-
panded on specific ac ies? Sliould: the kgl%]?ﬂlllL provide a lump-
sum of resources and allow the institution, tlirough. its own. processes.’

" to determine how they will be: used? The same. questions ‘can ‘he
_asked of university- ‘wide administrations in"relation to’ the operation
" of individual colleges and of college deans thh regard to the opera-« -
-tion of «:pé:lﬁc instructional . progfams, FERE*‘HEI] activities, or depart-

Trequamlv. 'FL]GEE(IUIEH and cummh established by
central authorities fox the budgc[ pmccss later act as incentives, in-
tended or unm[ended, A dévelnpmg or e*{e«:utmg the budget Fx- -

amples include the requi ement [D e*{p&nd '111 resources by thE end. f}f o

"thE year, cm‘nmh on %p
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-mon theme: ‘in each of these reports; déveloped most e tenswely in-
. Glenny (1976) “and’ Schmidtlein: and, Glenﬁy (1977), xeéhe growing
staff do
. -effort among state agencies in reviewing institutional ‘budgets, acor-
- responding incregse in th,s burdens imposed on institutions, and the
"'.:emsmn of msumtmnal dEClﬁanm*lklng aULh
- DUL’ )

~The Center fnr Ri‘ﬁesrch and ngelnpmem in _ngh Ed 'catmn at
the - University of California in Bcrkeley chdm:tecl one of ‘the most
comprehensive. studies &f state budgeung for pcsﬁecands : :
Thé studies focused ‘on’ state’ budgeting *and financing of.
cancm and resulted in several important and useful re P

ninance in state bud’gétmakmg, the increasing 1 undancy of .

ity. Glenny ‘points

st

As mcmunrmg staffs” increase 50" does thmr control _over rﬂ" i
and policy' matters'embedded in'the budgets. Ziegler, drzputy comim
for higher education in ‘Pennsylvania, pleads the institutions case: “In
the last analy therefore, those who establish the funding levéls and- set
priorities within the budget determiine “how the institution will function.
To:the. extent thaf those . decisions are now made by legislative com-
mittees and: their staffs and by -the gmcrnnfs budgc( “director and staff,
control over the institution's destiny nds af il
institution’s  officers and facult
n:ndt:n:) during the past d:cade (19

- A

Slmxlarly, the Carm:g medatiﬂﬂ for the Advantement of Teach-
ing notes: S o . ‘
. the ‘overall te:ndt;m:) mward centrahzatmn of, sutharlty ove
educatiofs — from the campus to the multicampus system,
governing boards te state -mechanisms. - We. regret this because: It re- -
duces, the. influence .of students and of faculty members and Bf campus'
- “administrators and- of memtn: s of campus. p;avernmg boards, . .. It also
" . reduces’ their sense of resp nmbxht} : .. This centralization seems to ’
" have -had.no measurable direct unpacts on policies or on practices.
The governance processes are worse, They are more costly, more.cumbers
some, more time:c | ,mg’, more fru,r,tranng, smd place- more pawer m"
‘the hands'of i 105¢ who are the furzhe:wt removed and who knuw the’
]EESE (1976 pp H 12 . ; B )
: o . )
A common ab]érmf of rE(‘ent]y develaped budgehry procedsires is
to achieve greater, cénsutenf} in the information used in formulatin

ng -
budget requests thh ,nutmns and - among institutions withip .-
systems.  While co

tency “is- necessary for systematic Eﬂalyﬁlﬁ"»

"+ budget rcque%ts Cheit (1973) suggests that it can also lead 1o, th::';

.=Glenr et al _(19?5),; Bowen,. Ruvle, 'md C‘lenu\‘ (1976) Ruvle “and Glenpy =
(1976) : Schmidtlein . and Glenny (1‘]77) Purves and Glgnnv (]976) Glenny
(19753) ‘Meisinger (’1‘)75) and Bowen -md Glennv (1976) " STk

E
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o Thus it can: br: ; hséried thst the budgetaﬁr pl‘@cess mdeed may leaﬂ
) tD the centr:ahiatmn Df aULhCﬂ’lt in sttsEcondary edu(:atmn In thé

‘l—’McNamafa "Vlt,__ ; I : e
. must reingin at the, z‘ag This i is parizly, xhcmgh not* .:gﬂlpletely, what ’ _
;- - the top is for” (1968, p]: 10910, - A . A
_ Neff's view is that "the ideal situation ‘is schleved Whéri de::entr;alx=
. - zation of activity and initiative is combined with a'commonly. otiented :
~“attentiveness ” to’ msﬂmtmﬂmde purposes.- (Zeﬂtralualmn ‘and’ de-
s " centralization -far. from being mutually exelusive, are, in’ the Tight:
. “mix, both' complementary aid necessary’” (1971, p. 125).: Nanétheléss,
' the-issue of centralization is hk&ly to remain a point of cgment ) g
budgetmg as long as (jhi!ltﬁ must be made and- dec )
Though . most “participants.in a budgetary process-wotld subscnbg to
a principle that would enhance .the' operationial ﬂexlblhty of these -
“responsible for. cartying out activities, this inclination is counter-
- balanced’ “’by'the desire 1o contain this-flexibility . within"some Ilrﬂlt‘i
: '_:;ﬁfr aEcEphblE pérformance:. Thus the. two ends of the continuum —.. -
"the dEE[Tabllltj’ of ﬂe&;bxhty and_the necessity for accountabilicf. — - -
" interact at various levels of - the - ‘postsecondary- education budgctary
) prDc:EsS in such a_way. ‘that, lqme-f. rehtgd tor centrsl _atmﬂ of autharﬂtv
aré not hkely to. rhrnlnlsh : : : .

:Equzty Lo - !,,‘
" A frequent c:nb]ecnve of . budgetmg in pnstseccndsry edul:am:m is to
_“achieve equity in the’ Fundmg that is provided. As used in- lhESE: dis-
cussions, the concept of equity implies that. similar resources. will be
o »_'pmvxded Afor - similarx; individuals, “similar prc:gfnfnq within arfin-
<7 stitution, o - similar imstitutions within' a state’ systemn, One: pro-,
' cedure ﬂﬁéd particularly at the- state level, to accaﬁiphsh this pir-
pose <=~ ~ formula budgeting ~— attempts to relate the allocation of re-
sources to standard, consistent measures of an activity. Halstead .
} points out that “formutas have achieved acceptabilily among users
who appreciate: eqmtfal}le trf:atmmt hwgd on fmnd rationile’” (]9_71},,
. p. 663). o . c _
.. The -effective use - of ‘fcj'l‘r‘ﬂuhs is ::Dﬂ‘lphﬂatéd by the umqus
- characteristics of: individuals, programs, and institutions, While it -
‘may be desirable to provide mmlqr funding for similar activities, the
“critical variable in this equation is the identification ‘of similarity or
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- sameness, -New. programs’ aréli]ﬁelj*{i require more resource

eitablished  programs.: ‘An institution that is growing inenroll-
nt is-likely fo find:itself ina .different_situation than a similar
W ¥ x T . S T T sz s B T 5
institution. that has recentlyr expetienced “a serious “entollment de-

‘cline. Therefore, Holmer and- Broomifield maintain thyt.

one_of ‘the fundamental properties of.a well-designed allocation model js -
-lts. ability to reflect those instititional differences in missions, roles, and - - .
" Physical - plants which-.tequire “special' funding consi ration [but - that] - -
institutions should be provided with “equal-pay for equal work” regardless | -
=of their overall rolc-and mission in- thé State (1976, p. 8).” ! .

. Formulas do offer many advantages, and they. can routinize dificult
decisions and help achieve a more equitable approach to the allocation -~
.+ of Yesources (Meisinger, 1976). Bul. they- also can. run counter to.
. * .- another important-objective of budgeting, v hich.isto treat. each re. .
~quest on its own’ merits.” Equality of funiding is..sensible_only if a.
lazge degree of commonality exists amor g the purposes of individuals,
programs, and institutions. To the extent_ that diversity is*valued in7.
postsecondary “education, however, “differént budget procedures and
processes are required, Thus it is argued that formulas that-attempt =~
to achieve equility of funding also tend to éncourage standardizagion,
o and discourage diversity. They may also create budgeting-incentives
< f. < that ause institutions to act cotnter to their mission. - Thus,. an im:
) _portant principle of formula budgeting -is that the formulas should”
accommodate "uhique ‘circumstances ‘and provide -differential treat-
mernt where warranted by iﬁs'tiuitiom'lly aécépteld policy objectives,
Other .cohcepts of equity “exist, however. TIn elementary” and -~ -
- secondaty edication, équity telers not only to equal funding but to
equalization of property-tax expectatbons among school " districts (Od-" 7
“den1978). ‘Other budgeting approaches also deal” with equity, butin -~
“ different ways. PPBS; for example, would -have al]'programs_evalu- -
-ated by the’same technique — cost-bertefit -amalysis: *And. 2 common

.approach t6 incremental. budgeting is to provide the same increment,

v

W -

- on a percentage basis, “to all departments, - T .
- In -thes¢ circumstances, the concept of equity in postsecondary-
“education budgeting is complex at best and frequently misunderstood.
Many maintain that attempts 'to achieve €quity run counter. to tradi.
_tons of diversity in. higher education, But the Holmer:Broomfield
concept of equity suggests that it is athieved-only when institutional
differences are recognized in the funding formula. Viewed from this
- perspective, objectives of equity and diversity are less in.conflict than
" ‘might appear on the surface, o : T
- 18 .
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tmn as wel] ;as the peﬁﬂnnel costs | f g&neraung fnrmattmg, cheCkmg
~ transmitting, and *1n11y?mg thé- mfc:rm-i tion:- ‘Different budgeting ap-

prnaches require différent kinds and: amounts of mfurm*fltmn abuut ’

dxﬁeremt sub_]a:t matter and ? Val"ying levels'of deta o
. Therefort, a range nf issues relatéd to the information” used in
budgenng is-considered in_the litérature.” At the most basi¢ leve] are.
~questions about the quaritity of information requirec.to support d;f
ferent. appfcsches At a more technical level afre lmpi)rtaﬂt questmns

w about tlie measurement and use -of such t:um‘;épts as costs, outcomes .

(b-éneﬁts) and- perfnrmmce These concetns -are - fiot ‘a recent ph
. nomenon, as evidericed:by the 1935 rep&rt of the-National C‘Dmﬁ‘httEE
-on Standard R"pﬁrts for Insmumn of ngher Educmun

‘In the éhsfi thErE has be:n no umfmrm:y whatsﬁever m “the dén aﬂds
1ade by - -dilferent - gnvemmental hodies or .'Lgencles or even by /different’
divisions -of the.same government. This situition Aas pinged- an excessive .
. V.bllr‘deﬂ on’ many instil tzan,s and has -made acéurate statistics of higher ©
- éduation & practical impossibjlicy, It should be possible to ﬁsﬁibllﬂh 2

- standard, TEPC;!’E

Several efforts have been undertaken over the years to achieve bet-

- ter consistency in the Infﬁrmﬂtmﬂ used in postsecondary education.”.

In recent yeats, the National Genter for Higher Education Manage- - .. -

ment Systems has developed. information pmca},llréi that are widely -

- used by institytions and state agencies, and the National Center for
:Education Statistics publishes several manuals to support the annual

* Higher Education Gereral Information Survey. Because of these .

developmental efforts. it has been possible to improve the consistency

:of budgeting information. This has not, however, always decreased

mfnrmauaﬂ burdens in budgetmg : :
Armrher factor that tends to increase the data burdens of hudgetmg

" oceurs when c}iﬂﬂgés are- made-to.the budgeting system ot approach. -

. Becalse it is unpgrhm for comparative and agalytic purposes, to use

standardized data definitions and collection procedures, a change in -

budgeting - procedures can impact data procedures embedded in in-
: st;tutmnal mfarrmnon bystems The ansﬁqllinf;(‘ may be extensive

19
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ng costs or i Creased personnel costs if the mfar'matmn

. must be assemi:led by han Schnudtlem and Glenny pmm out that

ge. in the format. af budgets dlarupts the . whulc

R s of data must be collected. and aggregated in diff
N "'j” _' ) *waya Users mus: ad]usr. m the - lass of r_ild data am:l leam tu use- thE m:w
dam (I977 P! 195) sl L LT e .

Thus the nature of the budgetmg appmach the need for S[Eﬂd?l’d :

data definitions and procedures and changes in budget formats can dll

. Iead to increased- mformitlcm ‘costs. Nonetheless, the -Car egie Foun-
datmn favors
: analyses and the \best judgment  of Highly qualified persons” (1976,

"ba, ing budget actions on. the best informatiof, the best .

- p.12) —even though the Foundation has not observed. this hap- -
RS “pening very Of[EI} In any. ‘case, Schmxdﬂ,am and C‘.Ienny nffer this -

-iwise cautmn- T e

Budgﬂ -processes must be designed o prnvxdg consisténit ‘data on areas
=L ﬁf pnlxcy concern -in a format that ‘Permits easy -comprehénsion, Data
"I+ 'that ‘ate too complex, -or that pertain' t : B priority af-
i_;,,' .. 7 tentdon, -impede ‘effective, ,decxsmgmakmg «s +-A process that Aattempts to -
deal with the rear Infifite number
ST distingush betw::n then‘ prmi‘m;s, is- baum:l 0. he ineffective (1977, p.

L . 247)

= Gm’t Gut,amex and Pe:rfmmancs Infarmatzan T

The amount of information needed for Kudgeting is not the only -

concern, however. Many questions are riised about the nature of in-
- fofmation that is uséd as well. - Information  in three areas is par-

ticularly at issue: What are the-costs of posts&mnd'try education -and :

- how are thgy measured :md \used? Wbat are the outcomes of post.

secondary ‘education, and how are they measured? How is perform- _

ance measured? Each of these issues is-discussed in greater depth else-
~where in this monograph. Here, discussion is mnﬁned to the nature
Df thé controversies surfounding them. :

Cmts ~ Bacchetti- has effectively 5ummeﬂ up the flict and con-
trov ersy abﬂut the ‘use of cost mfarmat’fm m h:gher Edui‘ltmn

re undf;ruscd- taol fwzulqble to col ege ‘and umversn} adri
. tﬂda}, .. Knawing what _things cost . . . and then basing, decisions -on

. that cost .inform about .the caliber of an” institution's ad-

. ministration than pracrjmlly anything else. On the other hand, analytigally
derived cost-information is todav the most overrated item on the :‘iggnda‘
of those who seek to improve the administration. of hlgher education.
Animated by the belief that :in alternative reduced-to a number is some-
huw more relmb& !:\ﬂh["ﬂf_‘lj :idvm"gh.s nf cost fmal}sns are pr;‘:pared to

. 20 B _V . .. ‘-v}:' A N - - ) X ,
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T overlook th: mtanpble ﬂatuﬁ:‘ﬁf cdutatmn .. . This substitution of

“colleges and univer

«
H
b
¥

; numbers for }uﬂg“mém; is. Wrﬂng in principle and . mﬂﬁg‘ m apnhcatmn
:wl;gzgver it may bg found (1977 p- l) .

Cons;derable prﬂ?‘&ss has bEen made to deve]up pracedures for

deterrnmmg average costs:(Renkiewicz ‘and - Topping 1973; Tnppmg
1974; and Ziemer, Young, and Tappmg 1971). Extensive work. also™

" has heen done to assess the use of cost information in higher educ"(tmn
(Adams, Hankms,_ and Schioeder 1978, yols. 1-4). A T
A number of these studies point to- important limitations “in the

use of average costs. Average costs pruwde an estimate of costs for a -

":specific Jgyel of activity. They do not reflect _differences between
‘bperatmnal costs- that are: fixed, regardless of thé level of activity, and

-~ those: that vary as the level of activity clﬂnges Thus Hughes :md

“Toppi ng abserve -

that while hlsmncalh d«:rned ca;t data can am;l often da ‘F;zr\g all four _, -

iﬁanagement functions = planning, ‘budgeting, controlling, and evaluating

. == other costing apprﬂaches namely the riable -costing apprﬂath would.
-“be .more sppmpnatg ft}f the planning and hudgc(mg functmm (1977, p

!7) A -
A]thc:ugh that c’cm\:lnsmn is remfan:ed by Rahmsgh ‘Ray, and

T Turk (1977), ‘Holmer and Broomfield suggest that prm:tédures based

on average cost can be uset‘ul in the allocation process. ‘Though they
intentibnally avoided the usé of historical-cost- data to prevent per-.

petuation -of historically developed .inequities amang Oregon state’
es, they developed a system that*“in- its con-

ceptual - form has gamtd unanimous endorsement from the chief

“executives' of all-[institutions. in the Oregon State System of Higher

:Educatmn] as ‘an accEphblE vehicle for the rational and Eqmtable
allocation of resources in the state system” (1975 p- 5) Their ap-
préach rehed on three pn:rnzf,és IR .

the principle of equits(in which  institutions are differently f!lﬁdéﬂ ﬁnl)
in specific areas where documentable differences in Tesource ﬂfqmremmts
- gan-‘be demonstrated); the principle of external ‘standaids (in which average
‘cost indices are derived frnrn :mslys&s af cnmparah]e institutions lhrﬁugh=
out the nation); and thc -principle istitutional “autonomy (in which
line:item ﬂiﬁﬂﬂﬂlﬂhlhl) in resource allocation is discouraged *in order to
allow fullest expression of mstl(utlnnal goals :md Pi’mnues) (p. 3)

Even though cost analysxs has been used in Ingher education
Lhmughnu[ the twenneth century, the téchmque has not pragréased

- beyond the average-cost method. “It is only in the last year or two;”
* Hughes and Topping note. “that decision makers in higher educa-

2
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torical unit costs” (1977, 5. 17). ~~ % - - ‘.

¥

formation in budgeting is

'+ Anpther problem with the use of cost in

- and decision relevance- Schmidtlein -and Glenny point out: , ¥

= »

o - - - A N I s R .

dgets ate rarely-ible to. reflect the real costs <of activities. and de:
‘plans of operition. "Real. costs are -difficult and expensive ta de-
The complexities of .separating-marginal costs from ‘average costs.
cating the costs of activities, that have joint' products result in the .

_'»"té, i
wre and alto

. tion "have sériously begun to examine alternatives to average his- .

v

‘that as-cost information is aggrégated, it begins to lose programmatic . -

o use of eo ventions to simplify budget estimating. 'Theﬁségcanvemiansi make ‘

. It dificult to- trace a_clear, simpleé link to costs (1977, p."249).

. = ' - E f

" Outcomes and Pérformance — Progress also has been made in the
- -identification ‘of the outcomes of postsecondary education, though
- -this work is not as well developed or as widely recognized. Lenning
* - etal. (1977):and Bowen' (1977) have-both comprehensively «xamined
" . .the outcomes and possible - benefits of postsecondary education. In .

more immediate 6utcomes of instructional and- honinstructignalpro-
granis (Micek,'Service, and Lee 1975;- Bower and’ Renkiewicz 1977)."
- But sighificant problems remain. Few idvances have been_made.in -
 the. formal use of outcomes information in budgeting, bur interesting -
experiments are ‘occurring at the- University of Hawaii, «in Rhode
%, Island (Micek and Jones 1978), and in Tennessee (Bogue and Troutt
IS &7/} PR ' S T

A major difficulty in the use:of outcome information in budgeting 3

.. ls the time gap between the delivery of education.and the occurrence
e of the outcomes..(Peterson 1976).- Current measurement procedures

focus ‘on the results that dccur: during or immediately after the edu- .

cational experience: Yet many of the important ‘putcomes of higher-
- education programs do not occur until much Jater. Sifting through
the many interactive effects that occur oper,_ time presents measure-

A

A

- ment problems that are barely Eﬂﬂipré_i'le%ffei let alone dealt with.
For this reason, researchers “and practitioners are studying with great
- interest the uses that can be made of new procedures and Studies
concerning longitudinal student-outcomes - stutlies “(Astin 1971; Wis.
~ hart-and Rossmann 1977; Bower and Renkiewicz 1977): o
. The use of outcomes information to measure performance is
equally-complex. Baldefston gets to the heart of the problem:

. Universities are more attuned to their processes and théir fiechanisms -
than they are to their consequences. ‘They customarily have‘much more .
exact measures of activity or size than they have of consequences or results,

4
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‘addition, procedures have been developed for measuring some of the -
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are of Vilue. Even- th mmmxt—
o pmcessﬂnd mécha andg not - to
3 But a3 'to phrinsnphmal -end um—_
sitied are designed to . hguse endurmg dxéagfcémenls mthﬁut 1 ing
apart (1975 P 3) ' . L. .
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- Bvolution of Modern Budgeting . .

"~ "Budgeting, liké- other adininistrative_activities .in ‘postsecondary -
%'k education; has. borrowed heavily ‘from th practicésiof both private -
- -7 . business'ani public administration. “To betfer underitand . develop- - -
-7 ing trends in postsecondary education budgeting. today, it‘is help-
ful to review the evolutiof of budgeting in business: and “govern-
‘ment, Our review" focuses more on-the developnient of publicsector”
udgeting: practice-than on corporate Budgeting: This is in line with "
" the wide belief that “'the gaals of higher education are mote like thosé - -
of ' politics than 'those of the "corporation” (Fischer: 1968, p. 442). .
- This perception ‘derives from the fact that typically, profit is nbt the
- 'principal goal in either public administration or college administra--
* ‘tion.” Instead, :college administrators, like “their. counterparts .in, the-
public- sector, usually. pursiie obscuré and. often conflicting goals. .
Despite this ambiguity of purpose,” however, there has been a definite. -
~-trend during this century toward a more -businesslike approach to - -
.. budgeting in both public and college administration (Glenny 1976a,."
- . In"this section, we review corporatc_budgeting practice, trace ‘the
_ history, of budget reform, in ‘public adrhinistration, and try. t¢"illts
. strate~the relevance of each . postsecondary_education.” The section. .
- closes with,a discussion of ‘emerging factors iri-postseconddry educa: =
- tion — factors that likely will lead. to farther. 'changes in budgeting
practice. - " . o T T T

#. . Business Budgeting o S
- Texts .on corporate financial management are fairly consistent in -

* their treatment of budgeting. Invariably, one finds that the benefits
and purposes ‘of budgeting in business are related to planning, co---
. ordinating, and management control (Heckert and Willson 1955, p.

-14; Bacon 1970, p.’2). Budgeting seems linked particularly to plan- -
«  "ming in industry, Hastings notes that budgeting helps to systematize _

P planning and suggests that in fact, “ofie of the great advantages of
the budgeting process is that it enforces a degree of coordinated plan- :
‘ning” (1966, pp. 51-52). Both-Hastings and Héckert and Willson ob:

serve that budgeting is valuable in communicating overall. corporate

goals to lower managerial echelons, .
- Anthony. and Welsch (1974) have discussed ‘three types. of budgets_ »
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- ment,. states the estimated

that tugether constitute lhe master budget the cperatmg budget thE_

t;"a.sh ‘budget (which ‘confrols cash flow), and the capital- expenduure
budget The operating. budget, which shows “planned GDEI"’IHDHS “for
“the forthcommg year mﬁludmg reveriue_
lates most directly to the L’)’]:)E% of pnstsemndary‘educalmn budgetsf we
discuss. They ‘note thal
budget often - consists . ATE twa! parts, a _program budget. and a. re-
- sponsibility- budg‘et

revenies -and costs, of: the. major pro-,
. grams thatthe company plais to- -undertake durmg the year. The
rESpansfb{ ty budget, on the other hand,-is used as a. control device.

It states the" perft:rmmc& that is expected of each manager. In some
__cases, An[hcr y.

and Welsch r,epart it may take the form of a variable
budget sthmg ‘the planned behavior of costs at various volgme
~levels™ (1974, p- 325).. "T'he appropriations type of oper"l[mg budget.

quite common in governmental budgeting; is little’ used in ‘business -
- (Heckert and Willson 1955,.p. '47)." The appropriations-type budget...
B establishes spendmg limitations and is used most frequently in such

nonprcxductmn areas of business as. advérmmg ;md re*se-arch and de-
£ . X .

velaprnent : N 2l

Althaugh v*irymg %nmswhm frorn sefting to. settmg the appmach:: .

-to. dEVEIDplI‘]g budgets . busmﬁs enterprises is fairly ‘standard.
- Heiser 1dent1ﬁed six common-steps, beginning with .the spéclﬁcquons’f
by tDp mamgement of _corporate  objectives. The formulation of
plans and lists of assumptions by -each department head is the next

" step, followed by the amendment of phns and assumptions. Budget .
presentations to implement the, reworked plans ‘then. are made to’

_ higher manag&mem appm\ﬂ] i g‘rﬂ)ted and a g&a}lead *ﬂgna] 1%

ot

7 given (1950.:p. 38)- . - ,

Budget Appraarhss n Gc@uemment Sy
Schick observed that. the g@vernmemal budget serves three princi-.
pal purposes: it cuntmls Spendmg, it enables management of activi-

ties, and it determmcs objectives. He suggested that proposals for -

budget reform usually result from a belief. that one of these three
purposes is being emphasized at the expense of the gthers (1971
P. 3)-

As Charles, Beard Qbssrvcd over G0 years ago, budget rEfDrrﬂ in

public administration “bears the imprint of the age m which it _

originated” (in'Schick 1971, p. 3). Depending on prevailing preceptions
of weaknesses in public administration, newv ways to approach budget
planning have been proposed throughout this century. As we re-.

25
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the . corporate sector the Dp&ratmg '

The plf;»gram budger, used by top mamges"

expenses’’ (p 324), re--_:_



view the several 1mportant p ases, m:te "how each era of refgrm tends v
to. change the. relatmnship between -control, mamgement and plan- .
ning.- Frequently, these reforms amounted to - -adaptations - of ‘busi- .
‘nes§ budgeting practices and -were made possible by the mcreasmg
O professmnahzanon of managers —-both in business and government. *
N - Schick describes three’ major €ras of reform ‘in public-administra-
tlcm budgeung (1966, p.-243).. These ‘eras are best known for their
| Tespective orientations.— control, managem&nt and planning.: o
gg The-. Exsfm‘zzzg Budget Movcment- =— From about 1910 Lhrcmgh T
1985, v1rtueﬂ]y every state: adapted sorie type of budget innovation
- * that rht be cans:dered a part_of the" -control- -orientation erz; or .. -
-executive-budget movement. . . At- the federal level, this maovement -’
'took the form of the Budget ‘and jAcc:Guntinﬁr Act of 1921, which
established the Bureau -of the Budget State-level reforms . in this--
_era had.one thing in common — they created or reinforced a strong
. xoleforthe governor indevéloping the state budget.. Prior 1o this ;-
time, ‘the typical practice 'was for each state -agency- to submlﬁ its
© - budget Proposal directly to the legislature, according 16 jts own ae- -
' - counting conventions_ and. formats.. "Then.each agency bargmnsd div -
. rectly with'the legislative appfoprintions committee. Littlé aftention |
“Twas. given to matehing’ penditures’ with revenues, and thers' - wa
little “interest .in" creating state. policy to - standardize spending. in
certain areas. About the only supervision réceived by the agendies
was that provided by the auditor (Schick 1971, p. 14).
' Despité the chaotic image that this scenario ‘evokes ' today it aP
'parently did not ‘present. much of a problem during the/days. of
smaller-scale governmental ar;m'lty When ‘government did- begin to -
grow, however, concern developed that public affairs” should be . -
managed. more efficiently.. In -many states, citizen adyisory - commit- -
tees were created to study budgetary and tldmm}nratwe reform..
‘Frequent]y, their members were dr;aWn fn:m the r;mks of carporale
executives.” XE : ‘ .
Observing public budgehry pr‘itt = and ﬂr“inﬂg on their corpo- .
rate experiences, the advisory committees proposed a series -of re-
forms  that came to be known as the executive- budget mt)vemen;
Schick reports that there were at ‘least three .conceptions of the
_executive budget: as a means by whifh (1) the chief executive con:
sidered the needs of the state in its entirety; (2) the executive stand-
ardized and consolidated agency estimates to insure the efficient’
conduct of public, bitsiness; and (3) central controls were exercised to -
deter wasteful or unlawful administrative behavior (1971, pp. 1516).
This thlrd EGHCEPUDH of the executive budget movement also led to

2.
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:--mot invernit the cancept" @971

_ expected performince, identify needed m:mawement action,

ase of Lhe budget ds an mstrument of EKPEHCII[UEE mntrol to lts use ; .
_as a’'means of © pramntmg eﬁ’e,.;me management pf public activities. '
“This" need df:veloped at Teast 'in--part, from the “greatly i

s::npe of. gcwern Ental actmty wuh 1t5 '\Iew Deal prﬂjects, Wnrld

manag&ment era;” in Wthh the stre
pIaEed on nutput (1912 '
“bir
Althaugh the 1949 Haaver- Commission
term, -Schick notes that. "thev Commission - T
SD) Perfor’manre budgetmg was J‘IEI\_{ »
] ',,tv o functional |

“mofe than wh*tt ‘had Icmg been k
budgetmg s E o .

"Mosher states that “the c'entr}l idea of the pﬂrfﬂrmﬁnEE budget .. ... T+
is that the budg i; pmcr:ss bE fﬁ:used on’ pro§=1ms *md EUHCIH‘JTIS -

p 79) In othex‘ words; activities were treated as- ends 1ﬁ themselves
* Thee typical - pElfOfmam:E budget comprised activity chssxﬁﬁtmn,
performance mE"lSLll‘EmEﬁt‘a and performance reports. —
‘The activity classifications ﬁﬁrm'llly described the work_ to be dnnc
within - distinct operating unifs and thus followed normal organi-
“zational lines. Scluck notes that “the’ hasxc format of all performance
measurements is_the relation of inputs to outputs” and that per-
formance rep@rts are *a special type of. perfarrmnce measurement.
retmspect;ve assessments of what' was accomplished with budgeted
resources’” (1971, pp. 47-48). Together, the three components con-
stitute the management orientation of penfmmanca budgeting. They
comipare the actual work done with performarnce targets in individual
work centers, The performance reports, by depicling “deviations from

Planning, Progiamming, and. Eudgﬁtmg éyitfm,s — Performance™
budgetmg hardly had been nameéd when - the planning - orientation
began to. dominate in pubhcadmlmstnnan budgeting. " The in-
_creased intérest in planning, accompanied by fiew economic theories
and a greatly enhanced ability to analyze and .assimilate’.data with
computers, led to the development of planning, pmgmmmmg, and .
“‘budgeting ay%tem& (PPBS) in. public administration. ST

PPBS had its: nr‘lgms in the R*md Corpm*{tmns effurts tn arﬂlyze




e
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v“_ﬁffillett 1952, p. 230). But as Russell has sinci observed, state-con-

. refotm era in’ postsecondary education practice, Many institutions:
still, employ the positian and line-item control tools of the executive-
b movement. Formulas.that résemble performance-budget work-
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. To sum up, we hdve witnessed
- -this centy
0 widespread. percéptions of waste and inefficiency in ‘gov-

; S sponse
wermient. -
. drawing on such-scientific management t
‘ment-and cost accounting ‘N
. the-focu

“osely

8. _%’_ﬁ/\ih‘érz 'Robert McNamara iérés';véﬁpéinted " Sécre-

all " fedéral agencies to' implement the 'PPBS "approach to budget

planning.” Merewitz and_Sosnick report. that “the . U.S. government -
‘quietly-abandoned its compulsive version” of PPBS< iy, | une- 19717
after-it failed to achieve its promise (1971; p. 301). In moré. recent:

, Years, another version of planning-oriented budgeting has emérgetl

~—.zero-base budgeting.. It and the other, metheds we have mentioned-
are describéd in greater detail in the next chapter, oo Y

Y. - The ‘executivé-budget- movement-siressed control in-re-

The .performance-budgetin

era -emphasived  management,
echniques a5 work measure

“'the belief that activities ‘should- be more

in Postsecondary Education

Bur;igetar& Prattice.

_Very little has been recorded abott the ,agpfa@aéﬁé‘s%m;'buggétfplan-_;(

ning in early American higher education. “The ‘late James® Conant

- memorably expressed Harvard’s longstanding* philosophy ‘and pers =
-~ haps that of other private institutions of his day: “Every wb stands -

its own bottom, each Dean balances his own budget” (quoted in

trolled colleges and universities :ffhav'e'tended to. mode] their practices.
largely on the experience in governmental service" (1954, p. 86). ©
Even today, one can observe aspects of ‘each governmental budget

easurements remain common at the state level. And variationis

load m

. 3 = =

“number of institutions and state agencies, E 7
_As a state moves from one budgeting era to another, it frequently -

just adds new budget requirements rather than teplacing those al-

ready in existence. Thus jt is possible to observe instances where -

the main features of an executive budget, performance hudger; and
program budget are woven together in a unique budgeting approach.

28

a3

C

€ implemented- this approach throughott; the- De:

ree Eaiﬂy fd[stx’;ﬁt budget eras in %

- ‘More recently,- the PPBSera” hiis shifted

. President Johnson. to’issue. an Executivé’ Order if 1965. that directed.

of PPBS ‘or zero-base, budgeting are the accepted pracuice at a large .
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- Since each’ Df these- genern: ‘1ppm;xches o budgeL pl‘mnmg has de
*velaped to serve a different purpose *(control, management, or plan--.
" “ning); one would expect’ “that budggL planners at institutions in. theg.f; :
statés confront umluly Eumplex reqmréments in thEIT budget tlebelap

‘ment’ activities, . -
‘ DESPIEE the publlc 1dmlﬂl§‘ll'dl!0|’l a
‘ .:mate ‘more systematic )udgEli’ﬂfY practn:e in pmtse.: mhfy educﬂtmni
. .one stlll finds much variety. among -the states. . Prac

that each state adopts its budget methods and practices

tempted to characterize Each’state s practice according to a_takonom

< found. that “no two of our 17 states fir mrn the same cel]s Ain e;ﬁ:F
"'n:nlumn," (p- 34). . e o

. Although some: 'ut‘rén.t budget plinmng pracncf_ﬁ were bm‘r(}wed' '

from the ‘business world financial management (and thus, budgetmg)
E pf;,tu:es in postsecondary "education differ’ from”thdse used

-are not pooled into a :

-estabhshed in most. 1n5t1tutmm Thf:se dfe current Euﬁds‘

: t Ed funds (19F7 p 102).
: Gov rnmental agenmés, mfludmg %hte po I:Sf:(:cmdﬁry education in-
stitutions, Tely on fund’ Aaccounting more of necessity than chaice, These

agencies are reqhiréd to demomtrate that_they are being gr::cpd stew- -
‘ards, and -they must dccount for-the use of the publicly funded ap- -

.+ propriation according to the m:mmp;mymg fund- deugmtmﬂs The :
~« approach.to financial management ‘taken in collegés and universities
no doubt alse derives-in part: from the signally. impﬂrnnt Dpéf"{[lﬂﬂdl -

difference between - higher : Cﬁl’ﬁtlﬂﬂ and biisiness th*u ‘we noted

" earlier — the lack of a profit motive. | s
_ Dunwarth *md C‘cmk have abﬁerved that=while the.profit nmtwe is
. the principal management concern in most commercial enterprises,
-- no similar mechanism_exists_to influence m‘lmgement in unjversities
- (1976, p.. 154) Mbreover, other goals oftenvare amlngumis and prog-

ress toward ‘them' dlﬂ?rult 16- measure. As a’result, the budgeung .

process does not Encﬁmp'lss ‘the type Df plﬂnmng that- nke% place in

20

business mﬁuenc *that pmx L0

tice’ varies in the ..
: publlc sector by comparisan with the ptivafe sector, and’ w1thm the . -

public’ sector. “itself. " In” a seventeén-state study, Glf:nny observes
“to reflect its -

”p‘irtu‘:ular political ‘mores-and structures”. (1976a, p. 29) Glenny: at?,

structure, Althnugh the sfructure was kept purpasecly simple, ‘he Stlu“

. ness in several ways. To-a.much’ hrger degree ‘than is usually found..
" in industry, higher- ﬁlucatmn relies on fund accounting, Revenues.

ingle .account available - for “any worthwhile .~
" institutional purpose. .Miller dEStI‘lb&& six separate funds that are :
“loan funds, |,
funds, "'phﬁt-i

[




 :3 bu iness. Eﬂ!EranE m a]low the &amger to undsrstand haw I‘us
budget and Jactivities ¢

Wi tice , ! nmrmere]y a 'matter GE de»
gree; it is a ﬂdferenr:e in. Lmds th:u wmxlcl :regu;r a’ quantum ‘ledp’in
t.heory to t:cmnEc - 97’, .- 16). - o ' S R
budget reformers: taday attempt to, use COXPO~
rate cnnﬂmlc ‘modéls. .to - develap publu:;ectcr budgetary schemes.
The leaders of ‘this mo ément toward. the business modél typn:ally
nd‘—;rustf:es who qttempt to apply thélr business. back--

' purpases and “outcomes nE,«Pnstsezﬁndary education remains Eathfil‘

-~ __crude, “they maintain that: in due time' refinements: will bring us

~, . ‘:closer-to the ideal of the E{DHDHHC or. bgsmess m(jdel _(Morgan®
: ],1973 pp 13 }4) = - : :

: iEmgrgmg Lsmgs jﬁr Pastssmndary L’drqratean Eudgetmg
L .T_he_ Ie;ssans of history give us little reason to believe that buﬂgecmg
S _";-Pracnce has experienced-its final reform. “As, the prlm:xpal pl;mmng
and commihng dewce_m cdlleges And universities,. the ‘budget must..
"’ continue to be respor ' ging’ problems,’ Among the- ma]c}r

_tests that pastsecandary Educ*itmn hudgﬁtmg will “face during the * .

".next decade are: ,(1') dealing' with enrollment decline, (2) responding”»
to new types- of ingi onal accwnms (pamcularly those: labeled .
~‘adult ‘and’ continui educatmn) (3) L‘ommumg to satisfy account-
: ~ ability demands, and (%) accammodating collective-bargaining
Ce growth. - Additmmlly‘ mﬂmcm p’imcu]arly that.related to increased
' utility. chatges, is likely to ccmtxnueaﬁs a_major: budg;enry problem
" (Ginsburg 1975, p. 45.\\Navm and M"ig;ura 1977, p. 216Y;
- Enrollment Decline - \‘ The Iik&ly droj
postsecondary. "education diring . the Coming decade. has. been -
thoroughly ::hmmcled n- Tuéker 5 wnrd% ; nlert managers in higher.
__education have recognized fm‘ SEVEI‘:\I years that their market” was
" headed for a decline that i may last’for ‘the rest:of the century” (1975
p. 16). The enrollment déchne, if ane should ‘occur, will have both
- visible and hidden impactsion college budgeting.’ The most obvious -
.- financial impact, of course, mll be the loss of tuition revenues ;T‘m—
BT tion f:hargES ‘may be:increased somewhat to CﬂmpEﬁEﬂtE for- Tosses ins
- IHCOmE cauaed by :WET enrallmentv; Eut Weathersby and I'lckson.

e
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he benefit of co]leges and umversxt’ '3, Although some-
'_txrnes admxmng that" thexr underslamhng of the links* ‘between “the o .

n overall -enrollment in
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degree on enrollment count .

summanzmg their FEVI% “of several student df;rnand studies, con-
clude that colleges will encounter some degree of price slqsncxty in

Cthe student market (1975, p. 2). That is, dncreasing tuition may at
- some point trigger a dlﬁpIDPCrrtmnatElj' large drop in enrollment.

Potentially as threaténing is' the - prospect for instititions in the
publi¢c sector of losing state revente as éﬂrnllrnents decline. As we
discuss in the formula-budgeling ‘section, most states re]y to sorne-’
ﬂetcrmimng financial S‘\Lﬁlppt}rt Al-
though - public elementary ‘and. secondary .school systemns- have beén
funded through similar formula mechanisms ‘during periods of en-
rollment -decline, and Friedman obsérves that they have pot felt the
full, potential financial impact of their enrollment 16ss (1977, p. 84).

"This is because the formulas were adjusted to afford some.degree of -

compensdtion. -Widespread concérn remains, however, that the com-
ing enrollment decline will impact thé state-funds portion of the col-
lege budget, since state governments now, face both requests t6 sup-
port a”broader array of anml pr@grams and demands th»-u ts kes be
reduced. ’ :

A somewhat less obvious impact of the énli}]]rﬂéflt df:clmé on the

~college budget will stem, from the changed marketplace‘in which all

colleges and universitics will be operating. Even colleges experiénc
ing growth will find that their ablllty to attract faculty and staff will
be different than ir would be in a pervasively growing market.” Ad-
ditionally, colleges are likely to find that they must allocate greater
proportions of their biidgets to admissions and program development
efforts to attract new students and to remedial and dE\’SIﬁPmEDtﬂ}‘
programs to Tetain stucenty they do attract, :
New. Markets fﬂr Higher Education — As Tucker h*\g suggesled,
schoals can pursue one of two strategies to maintain theit enrollment

(1978, p. 16).. Most of the comments in the p:ect‘dlng paragraph con-
"cerned his first option —~ obtaining 2 greater share of the existing
- market.” However. many fq:lur—ye;;r schools are beginning to adopt the

community college. patiern and attempting to attract porential stu-
dents riot currertly part of that market. In particular, ‘there is.grow-
ing interest in serving the adult learner through continuing education .
programs. But this new setvice opportunity alone may only parmlly
ameliorate the porential budget problem, "As Furman observes, “even.

‘though we will add adult enrollments in numbers beyond what we
‘havé in_j

revious- years, this will mot offset the df‘l‘ﬂﬂﬁrqphlf projec-
tions fohather rhajor areas of enrollment’” (1976 P n. L

The move (o serve mew markets may .even create other budgst
problems. 'Glenny ‘ipEfulqtfzﬁ that one af the: ﬁrsg drscxslém to be

haY
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faced if adults are xsm:ce;ssfﬁully fecruitéd to the cani—pv,‘lsesvwill,ibe-wha
will pay the cost (1976b, p. 20), Many states have adopted a funding

- policy ‘of subsidizing only credit instruction. Until recently, this

~would have excluded most continuing education activities, but now

many public instititions are starting fo award credit. for such work.
: gible for state funding-
through the notmal formula processes. The ‘incentive problems cre-

As a result, these students have become el

ated by current funding mechanisms and concerns about maintaining

academic quality suggest that this will continue as an jssue for ‘years

' to. come., oo R o
- Continuing Accountability Demands —. The past decade has seen

the term accountability ‘assume many new meanings, and this trend is

likely to continue throtgh the coming decade. Traditionally, the
term has almost always referred to the proper use of funds, although
by 1972, Mortimer found it necessary to distinguish among manage-
ment . accountability, - evaluation, ' and responsibility, Fe relates
Mmanagement accountability to organizational control, with expecta-
tions as to effectiveness and efficiency. often being expressed in law.
Evaluation tends to focus only oh educational effectivencss and

. usually is an internal, rather than external, process. ‘Responsibility is
" distinguished from accountability in that the former represents the

assumption of a voluntary obligation, rather than a formal liability
(1972, pp. 3-9).

- Accountability, demands have-grown in recent.years. Part of the
growth can be traced to the creation of what Glenny terms the “many

independent bodies at the ‘proximate” level . . . [that] sequentially or -

- simultancously. review the higher -education budgets” (1976a, p. 6).

- The growth also derives from a change in focus. ‘Adams, Hankins,

and Schroeder observe that in recent years, “most discussions-of ac

 countability 'in postsecondary educatiori have focused on the goals
and ‘priorities of the instructional, research and service functions”

(1978, p. 74). L :
The past decade saw a shift from fiscal to program accountability;
we are now beginning to see.a shift toward social accountability, Neft

speculates that this will be a significant problem in the years ahead, »

Since most universities still make “particularly crucial decisions -about
resource allocation” that are influenced more by the traditional con-
ceptions of the university’s social role thas the new demands (1971,
bp. 116:-117). For. instance, Mortimer foresiw that “rising societal
and legislative expectations and the rulings of the courts [would] be

key factors in holding institutions accountable for providing equal.
Access” (1972, p. 47). As postsecondary eduéation becomes accoun-

R
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able to more groups for more purposes, aCcﬂuntablh ty considerations

in budgeting will umlaubt&ﬂly increase,

Collective Bargairiing — Another phenomenon nf the past deade
has been the. adveny of faculty, collective. bargaining. There are many.

‘theoties as (o' why collective bargaining for hculty has only recently
-Eﬂlc]’gﬁd “after such a'long history in private industty, in certain

aspects of government, and even in some of the nonacademic’ com-
ponents of the college. Some attribute it mxthr;r rwpld enrollment

growth of a decade ago, with a concomitant loss of a sense of com-

" munity.- Others claim that it s the result of enrollment decline and

‘unionized institutiol

fears for job securitv. Eeg.:rdle s of the reasons, nearly every ob-
server agrees that faculty-collective bargaining influences budgeting.

‘Considerable atiention has been given' to whether-The presence of

—Et}HECtl\? bargaining influences salary levels of bargaining-unit mem-

bers. Leslie and Hu reported that faculty compensition in unjonized
insti tutions during 1974-75 averaged abour $1,291 more than in non-
" After a period of steady gains for union mem-
bers, however, this trend was reversed in -1975.76, when the ad-
vantage shrank to only $800 (1977, pp. 27-28). Naples. and ‘Caruthers

- report that ““the traditional rewards — leaves, travel, bontscs, and

strictly limited by negotiated -contrac

discretionary _salary increases for meritorious service — tend to be
ts” (1978, p. 9). McGown em-
phasizes this point: “Much of the budgeting decision making of today

.will pass to the bargaining table when formal collective bargaining

=T

" begins” (1976, p. 14).. Ang, in fact, Weinbetg reports that in some

‘_tf:ﬁtlen in the coming clemclc renews oL,

instances, budgétary dcfisinﬁnnkim;r has shifted not only to the bar-
gaining table, but to more rcmrﬂu?ed authoritics as wﬂi (1957‘6’, P
106). v : -

- Some writers .suspccf that colle ctive hmgmmng influences hudggt
planning evén at nonunionized institutions. For instance, Leslie and

-Hu ‘suggest that salaries are frequently raised in an effort to dis-

courage f’l\:’lllty from seeking union affiliztion (19/7 p. 20), Other
concessions affecting the budget probably have been or will be made
in nonsalary areas as well. Regardless of the economic consequences
for fa ﬂlty budget plinning and decisionmaking consequences are

In revlf:mmg the evolution. nf modern hudgt:lmg and its growing
influence on budgmng practice in postsecondary education, we find

. good reason to believe that efforts toward more 5}’steﬁﬁtlc ‘budgeting. -
- are likely to continue at colleges and univer

m:s ‘Our survey.of the
te ccpmnnnd most at-

budget-plaiining problems that scemn likely :
mnvxctmns that move

5§
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syst,,,,acic budget-planning processes will be réquired to aid jn their
resolution. In the next section, we describe in some detail many of

“these formal budgétplanmng approaches and assess thexr pmentml
for. deﬂmg with the pmblems of the next decade.
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Analy51s of Current Budgetmg Apprﬂaches |
In Pnstsecgndary Educatmn /

— g - §‘

~ The several. approaches used in postsecondary education: for bud-
geting have been categorized in various ways. Robins identifies line-
item budgets, program budgets, incremental budgets, zero-base bud-
gets, .and ‘formula-based budgets (1973, p. 10).. The*1978 Annual Re-

- ‘port of the SMU Insm:utt: of Technology (1973, pp. 2-8) identifies
such approaches as: “every tub on its own bottom”; the “king’s de-

. (:’ree‘: Lhé *‘squmky whﬁel gats the greasc tﬁr: farmul;l the pl'm
Bacchetn 1dds cunvergence budgetmg 9 thn same lxst of zechmques
;(1978 pp. 3-16). Adams, Hankins, and hrog Jer discuss ¢ ‘innévative’. +
budgc:tmﬁ' techniques, such as cost- income bundoting, internal pricing,

" and program budgeting, in addition to considering - the more ‘tra-
ditional incrementation of the previous-object or line-item budget
(1918 p- 54). We ﬁnd that incremental bmlgetmﬁ formula budget'
mg phnmng programming. and budget systems; ?E!‘D base budget-
ing; and pér‘fnrm’mcé budgeting “are reprcsenhuve of the most
frequently discussed and practiced methods today. Eat:h of these
approaches is described below in gréater detajl.

. Several factors influence the 1dnptmn of a specific budget-planning
approach (or blend of approaches) in a given situation. Baldwin be-
lieves that “budgeting techniques in use today depend heavily on I])E
‘type of management philosophy heing used within the institution”

(1978, p: 3). Perhaps an equally important factor is the .Economic
condition ffu:mg ‘the msututmn or state. For instance, zero-base.
‘budgeting has been attempted more nften in periods of sharp fiscal

~* cutback than in eras of growth. As the five budget- planmng methods,
are described, factors that influence their selection will be’ mnmdered

It is important to rémsmbﬁr that each of the budget-planning ap:

.. proachés we describe is really a dEClSlQﬂm"lklﬂE’ sppmach Thus the
- line-itern - budget i¢ not discussed separately, since it is a document
for use in budgét management and control. A typical line-item bud-

~get specifies objects -of expenditure _such as salaries and travel, '
separately for each department or budget unit (\‘ACUBD 1974, p.

-160). While the term line-item budget occasionally has been used
almost synonymnuely with incremental budggéting, line-item budgeta
result frorn any. bugdet- phnnmg apprc ach, since the control 'flSPEx:h\‘}“

5
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of budgeting can seldom’ be ignored. Likewise, we do not cl{;scribe '
the “‘every tub on its,ewn bottom” concept, because it fosters very
little budget planning; instead, it relies of a more haphazard process

» - for institutiopal .development that greatly. depends on the fund.

’ (1978, p. 54), among others, Temirtd us that it is still “ probably the .

. ‘raising abilities of the various departments,
Incremental Budgeting » R o o
" Incremental budgeting is the oldest budget-building approach of -
the five that we discuss. It was described in the literature at Jeast as -
. “early as 1922 (Arnett 1922, p. 78:79)." Despite the growtlr implications

., of its name, this approach can be used in either an ingremental or a’

decremental fashion. While budget incremeénts result. from any, pud-
get planning approach, our use of the term incremental budgeting
is restricted to a particular type of budgetary analysis and decision-
- making. = ., . ] - S .
Definjtion -—. In incremental budgeting; each liné item Ts, either
considered for an increment or remains unadjusted in- the hase,
‘Frequently, increments are caletjlated as“uniform, percentage adjust
ments for every line item or group of line items. “Five-percent bud: -
geting” is a well-established practiee in industry, government, and
higher education. "The basic philosophy is that the current budget
is distributed properly among both the functions and objects of ex-
penditures and that little programmatic change needs to occur (Law-
rence and Service 1977, p..37; NACUBO 1974, p. 159). This is not to”
say that colleges following the inéremental-budgeting approach do
" not make financial adjustments for shifts in institutional priorities.
When such adjustments- are made, however, they typically are the
result of an .ad:hoc determination concerning what “increment s
- needed to.effect the programmatic change. . A

- Characteristics — During the' past several decades of rational hud- -

gn;,g reform, incremental budgeting has acquired a bad name in some
circles.. The term conjures notiops of nonrigorous deci onmaking -or
just plain "laziness. = Nonetheless, Adams, Harkins, and Schroeder

most frequently used budgeting method in colleges and universities
today. o et . . : .
Incremental budgeting approaches vary significantly. The “squeaky

“ wheel” method relies almost exclusively on campus polities and in-

* vites bureaucratic-infighting. The “king's decree” approach, on the
other hand, is a comparatively closed procesggipd nay build either on
- a carefully developed setof the “king’s” priorfties or just his curtent
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_ fancy. | "At its best, mcrementa] «(or defremcnhl) budgeung rmghl

_resemble  Stanford's relatively systematic mnv&rfr(:nce,budgﬁnng_,_ oo
.method, which relies on extensive communication, trust, and al- ., - °
legiance to institutidnal goals (Bacclmm 1978, p-18).. . .

As budgét planners have gained more experience with the newer
methods, a-greater appreciation for the advantages of the incremental *
budgeting - approach has been restored, particularly as growth has i
diminished at most institutions. “These institutions now face., bud-
getary situations that offer little flexibility: indecd; they experience

~relatively fixed costs in staff, utilities, and méaintenance. As a result,
the most attractive budget-planning approach for them is- the incre- ©
mental method, where fixed costs of specific line items are adjusted
for new price-level ‘requiremeénts. and the residual mm, where one
exists, is. used to -introduce .longer-term corrections (Dressel and
Simon 1975 p. 21; Reeves 1972, p. 1968). In some instances, schools
that rely. prmclpfllly on incremental budgeting also nse qne of the $0-
called, sophisticated approachgy described below, in order to de-
& termine what to do with”the Tesidual. But- most often, Wildavsky
suggests, those-budget planners tend to ‘appraise the effeciveness of
managers and reward the, better ones. When there is a need to re-
duce budgets, thsy cut iic, s the bcmrd and conslder {he dE‘ffl‘EE‘ Qf

Eualuatmrz =z Much crmcwm of incremental budgetmg’ can be in-
ferred from review of ‘the writings of those who are proponents for

nmg‘ approaches. For in-
Jdgﬂlmg starts from the

the so-called more _rﬂtmn;l;budget pl
stance, Stonich’ notes that ificrementa
. existing base rather than from a tlean slate and that it examines cost
and benefits’ only for new activities. That 18, mcrcrm:nm]’ bydgeting
“starts with dollars” rather than using thé, purpases' nd activitie ’cnf’_"
'thE ﬂrg*imzqtmn as thf; bégmnmg pmnt I’requ‘:ntly, =he says

mtegr‘zl pu‘t tjf thé budget phnnmcr pmces% (l‘)// p 3) In shm’t
incremental buﬂig&tmg is considered l;lrge]y as a financial exercise andg
creates only. minimal demands fotr the” attemmn of p]anners .md
managers. - _
In hany ways, mcrernenhl budgeuﬂg is the most attractive techni-
cal and political approach to budger planning. of the methods con-,
-sidered. From the technical perspective, it usually. requires the least
.. work and analysis. Politically, it causes the least conflict, since most
budget participants ‘i nplicitly assume that each agency or unit will .. =
receive at least. as. mur:h on which to, opﬁmtﬁ Aext year as théy re-

K
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 ceived fér\tbe current. period (Wildavsky 1975, p. 329). Incremental’

budgeting m‘i&' be the most widely used approach, simply because, it -
works best. It implicitly recognizes the relative lack of flexibility
budget planners in - postsecondary education face, it is relatively
efficient, and it is.attractive politically. It principal drawback is that’

it provides the least infgrmation concerning whether rhe budgetary -
- decisions support institutional goals. ’ o

ijf‘ﬂiillﬂ Budgeting

Formula budgeting is ffequently discussed. in puEIic ’IE»GSESEiDncIary
education finance and planning circles today; -however, formula bud-

© geting does not always enjoy a common meaning in its application..
. While the majority of the,abstract definitions are fairly comparable,

most assessments are based on an individual’s- experience with a-
specific formula. In consequence, it is difficalt to.describe formula
budgeting in a generic sense. .
Definition- — The National Association of College and University
Business Officers (NACUBO) defines formula Budgeting simply as
“the technique by ‘which the ‘financial’ needs or operating ‘require-
ments of an educational institution may. be determined through the
application of a formula” (1974, p.*157). .Hale and Rawson observe

. that the definition of a statewide higher education_funding formula

. “is constructed to serve the esoteric purposes of its use” (1976, p. 18).
-Miller has offered perhaps the most widely used definition: “Formula

budgeting is -an objective procedure for estimating the future bud-
getary requirements of an institution by manipulating data about
future’ programs -and by utilizing relationships between programs
and cost” (1964, p. 6).," : .
Caruthers has questioned Miller’s assertion that. a formula is ob-
jective, arguing that-actually a formula only represents a subjective
judgment expressed in mathematical terms (1977, p- 4). Meisinger

: sees a formula as’"a combination of technical judgments and political
-agreements” (1976, p. 2).. In‘this regard, the formula may be little. "

more than the *personal work procedures” that Wildavsky observed

- ‘being' used to simplify and reduce budget. calculations in the federal

government (1974, p. 147). Caruthers does observe, however, that

- formulas begin “to be regarded as an objective evaluation . . . when

£

applied over a long: period of time in a relatively mechanical way”
(1977, p. 4). | - o

" Several ‘Writers attribute the formal beginning of formula budget-
ing to the California. facultystaffing formuld in the early 19505 (Moss .
38



and: Galther 1976 p. 544 Hale and Rawson 1975 p. 20) Harwever,
the ﬁDﬁEEpts underlying formula "budgeting most frequently are at-
tributed to the pioneer work of Trevor Arnett (1922, pp. 102:4) and
several members (Floyd Reeves, John Dale Russell, A. J. Brum-
baugh) -of the University of Chicago’s University Survey Staff gn the
late 1920s and early 1930s. Examples of the latter effort can be found
in ‘Russell (1954, pp. 133-68) and Reeves (1927, pp. 248-61).. This

. earlier work was basically a type of financial statement analysis in

which ratios were dévelczped for the various budgetary functions.
Miller sees littft ‘real difference between cost analysis and funding
formulas and believes that the apparent difference is pnly a2 matter of
temporal perspective. “Cast analyszs meastires the  past; formulas
estimate the future” (1954 p 5)

[Emlﬁﬂ]@gyﬁﬁ(:l’ﬁsﬁ states tnake it d:ﬁcult to tf:]l _p.l'it h@w wxdgly

- formula-budgeting proeesses are used.. Gross found that 25 states

were using some type of budger formula during the 1972-78, 197874,
and 1973.75 budget periods (1978, p. 8). In reviewing Gross's study,
Spence noted that of those 25 states, 12 were in the l4.state area of
the Southern Regional Education Board (1978, p. 1). In some cases,
the term budget }f?ltd("l!ﬂ” is used in lieu of budget formulas. The
use of the guidelines term most often indicates a greater degree of
fexibility in the ’ipp]iﬁaltlﬂll of the ratios or formula factors (Kelloge
1974, p. 75). U iz a definition that encompassed both formulas and
gu;delmes a \Iuhng"m Department of Education study found. that ¢
“mn almost every state qummnwe guidelineés and measures are part -
of a budgetary process” (1976, p. 15). :

By far the most significant use of Fmrmuhs is at the state level, .
where . decisions ‘are made on institution. wicde bases. But there also
has ‘been some use of formulas in internal institutional budgeting.

- For examplé, é&leman and-Bolte (1977) describe such work at Flandi‘i

Tetehnical  Univérsity, and the Carnegie Commission mentions Stan-

ford's- “allocation- b\ forinula” ~ policy under.. which the Graduate

School of Bugnes: and. the School of Medicine receive general uni- .

"‘;a--vgrsxty support by formula (1977, p. 102). Summarizing his empiri-
cally based study, Stuart concluded that university budgeting, like

state- leu:l budgeting, “can be moved in the direction of greatér ob-
jectivity and equity through the selective application of various types

. ~of formula or. cost-analysis techmques (1966, p. 105-6).

Typologies — of the several attempts- to create a typelcpgyx of
formula-budgeting appm'ache the most widely used is the. two-part

© structure adopted from Boling (Miller 1964, p. 104). It consists of a

< Co .89
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factor considere

~four general models of- allocy
- two of Which may be con

- method. They: cons .-
form ’Df‘ﬁnl’t;rﬂté’fdﬁﬂlﬂas (1976; p. 17). Detailed-cost studies are .an o
integral part of this approach; in/some instances, an instituion’s re-
-source requirement is determined solely by a dollar-perstudent cri-

d S :

base-plus-percentage method ‘and a functional approtch. In the base-

. plus-percentage-type formula, the direct- instructionsl expenditures of
the institutions. are- defined to be the base expenditures, and the -

. - 3

expenditures for other activities are dealt with as percentages of this.

base (Van.Wijk and Levine 1969, p. 5). An example. of this ap-

‘pronch is shown in Figiire 1 (NACUBO 1974, p. 168). The functional

-formula-budgeting approach ealls for separate formulas to be de-

termined for each of.the functions. Each formula js based on a

red- to be_directly relevant to the activity, or function, ©

i 5, For example; the.instruction formula might be

-based on ‘stisdent. credit hours, while support for physical-plant

to which it 'relate

maintenance might.rely on net disignable square feet, Miller main- -

_tains that although the functional approach is more complex in pre-

sentation than is the base-plus-percentage formfila approach; it pro-
duces ‘more reliable data’ for many budget. planning purposes (1964,

p. 107). S A
- ‘<Halstead has attempted to classify all current formulas according

to  three computational methbds, ‘which he termy workload (ot
fnctional), base and staffing pattern. (1974, p. 666), In fis simplest
fofm, the workload method estinates resource requirements by multi-

. plying the planned level of activity within a function by expected

unit costs. The base method first calculates the resonree requirements
for the base (usually instruction) and then the needs of other budget
gomponents are detérmined as g percentage of that hase, The staffing.

pattern approach estimates salary expenditures only. Using a salary -
"schedule or averagesalary target, total salary . expenditures are. de:>

rived after determining the numbey’and type of positions required: -

- .As part of a broader study, X attenbarger and -Starnes identified

dered formula’ appfoaches (1976, p. 15).
Their unitraté formula approach is similar. to Ha}§§ead's workload’
ider cost-based :program funding as an advanced

teripn. -

* Whilé the calculation method of the formula offers OPPGrilnnities‘

for-useful typologies, formulas may be classified in other. ways Mmore

-valuable for potential.users.” Fér instance, it might be useful ta know

how the formulas treat different levels. of instruction (student or
course level or- both). whether different disciplines are recognized,

2 o X
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whe:her different types of mstxmtzons are reiogmz&tf whe:her the
. _fixed and variable 1 natur{: of costs is treated, and whether the f&actcxré.
" are derived from actu

al experience -or, lﬂStE‘ld represent ]udgmems

about what re]atmnshlpe should be. 0
Characteristics — Nearly every publication on fﬂrmu]a budgetmg

deals with advantages and disadvantages of this method’ of resource

all@canon Some of thé pros and coris are uﬁlque to spéflﬁc types r:;f‘

formulas. As an example, unit-cost f::rmuﬁ%s have ‘the advantage of
smplmty, which aids effective. communication. * But the more com-
plex function-based and workload-driven formulas are often -con-
sidered to be more Eqmtable (Caruthers 1977, Pp.'8). Certain ad-
vantages and disadvantages tend to characterize all types of fﬂrmuhs
although even these can vary greatly according to local practice.

. One of the more frequently cited advantages is that formulas seem'- -

to provide for equitable treatment among institutiofis. - Because they
are quantitatively based, they seem more rational, more objective, in

their ap}:mach to resource allocation. They are believed to pmrﬂme L

effective communication' between the institutions and state-level

budget decisionmakers, particularly in providing financial mcenuvmv
to support statewide priorities, . Many argue that the use of budget®

formulas reduces the degree of inappropriate political ‘decisionmak-

ing, enabling campuses to refain a relative autonomy. (Nate, thx !
iages- described in | ‘the next paragraph argue
_that néarly the reversé. can also be true)) “The fact that budget for-
“miulas can be used to. predlct resource allocations and-can make de-
clsn:mmakmg routine ‘alko ‘tends to minimize conflict among .in§titu:
tions dnd between the institiions and state budget-makers. (For an:
e ElabOI"lthﬂ of ‘these advantages, see: Hummell and Spalding 1972, p'
+ 80; Gross 1978, pp. 98-99; Hale and Rawson 1976, pp. 20-21; Van
_qu and, Levine 1969, pp. 11-12; Moss: and_ Gaither 3!9\76- pg 558; -
“"Meisinger. 1976, pp. 7-9). ' e

ever, that the disadv

Serious dlﬂdvaﬂng are impited to formula budgeting. Bud;{ets

derived wuh some. formulas tend to improperly influence. the in-.

" centive struc:ture in several ‘ways, particularly those, forrnul:qs that . dis-

courage’ mniwanva practices; fail to fund-start-up costs of new pro-

© grams; encourage institutions to dEYElOp higli-cost prograrhs;_or place
undue . emphasis -on .awarding “fundable” credits, regardless of
qualitative standards or S[Udf:l;lt aftainment. Formulas are criticized.

because they do not establish levels of quality but instead perpetuate
poor .practices and fundmg levels of the past. A _major. problem

‘envisioned for the coming decade is that maost current formulas have
an average-cost, orientation and therefore do not_deal; w;ch émoll,‘;
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: htmnshxps even thc:ugh the’ fatm'lll
" pose. This * ‘superficial validity.” to bnlmw Cope’s term, also tends

“equitably institutions.of varyinig- 'Emnllmf‘n

L s
‘z*

" ment décline vfé'ry’ well, since they were dswélﬂped dunng pEI‘lDdS of

enrollment growth, A number .of dlsadvanmge:\ have been cited that
relate to 1mpmper ‘use of formulas.. In same cases, msmimtjns have .
been expectéd to -allocate” internally :il:mrdlng to thé formula re-
a was not developed for thiis pur-

to make formula ‘hudgeting mc)u id and unchanging ‘when condi- -
tions dictate -otherwise. .A final Timitation of formulas is that they
are only useful for allncdtmg within the higher education sector of -
state government.  Although Halstead stggests othérwise, many be-
lieve that formulas do not Jusnfy sesource needs for higher education

~against competing dermmls from other public functions (Gross 1973,

pp- 98-99; Cope 1968, p. 5; Boutwell 1975, p-42; Hale and Rawson
1976, pp. 21- 22, Van VVlJ]-. and Leving [969, pp. 11-12; Mass and

'“Gmmer 1976, PP 558:54; Harris 1977, pp, $22.25; Halstead 1974
© pp. 662.63).

Evaluation — Scwﬁl attempts have been rmdc to- mluate “for- .

.mulas and thejr use b) states, Gross concluded that of the 25 state -

. formulas he had'reviewed, only
- standards (1973, p. 97). Thr:sé_"

- assistance of a nine-member review pane), require that a formula (1)

12 were necepable according to his.
tandards, which he. d(?VE]Dp(L with the |

be clear, (2) be flexible, {3). not be used for dctu]ed control,. (4) :

. recognize diversity of needs, (5) be eqmmb!e (6) ‘be broad-based and’

recagnize the total GPEr’ltlng needs, (7) vécognize » arying mstru;tmml N

costs- by discipline and lgvel, and (8) bE :Bbjgtn\e (pp. 78-85) . \maﬁﬁ‘

the 18 formulas judged H!‘!;lCCEPLI])]E these were the most common .
faults: (l) they were not: flexible — that is, ‘they did not allow special
requests or were-not modified frc:qucm[y (2). they were not broad-
based — they did not consider needs in five separate functional areas :
and (3) they. failed to recognize v*n}ufn:{ lﬂ%[]ll( tn:mal (‘_‘(J%t'i by
dlst;lplmt: ind/or level: : : - o

Greene, in dlsmsqmg functuimal formula. budg&tmg apprmfh fdr
physical- -pldnt .maintepance, ]mcd seven (*1*1:52?15_ Most of these are

equally applicable to other functions of the ing tfituuon as well: (])‘ki_

. availability of accuridte data, (@) relationship bemeen t’he data and
£ g2 r
the functic

n, (3). mmpﬁrahlllty i{:f data ﬁ}neng Anstitutions, (4) sim- -
lay - pegsois, (5) ﬁh!ht) ta trE'm
levels-and (6) of varying?
degrees of .maturity. and (7) ability o |ﬂ!‘c:rfate with existing bmig;er

pllclty n cn‘nm’ummtmn with

management practices (1970, p. 58y, . . .

.Criterid proposed by others: m\nl\e &Y ﬂfarltlﬁﬂihlp to St"\ﬂd.’lfd‘-’n Gf

E qualltv rather than pd%r C\perlenrg (Ellmmct% 19/5 pf‘%’t) sypport

v
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, centive structme (Stumph 1970 p 226) and credl
_blllty when mmp*mng the hxgherxedm:a on- budgets- w1th thﬁi& of

- .-.other state agencies (McGown 1976, 'p. ”); T

“In thexr present form, formulas are coming undér mcreasmg pres-

sure, parncularly because ‘they cannot generate adequate -resources
during periods. of enrollment decline.’ ‘However; there is little reason

. to believe that formula, budgetmg will ‘be ab’tgdnned in' the ‘near-
.. future. As refently ds 1976, the president of a ‘major state university -

o claimed that.a “formula system for makmg appropriations to higher
education’ is essential” (Williams 1976 p. 4). Moss and Gaither de-
termined that “desplte its many weaknesses, no-*other method is’
--.available .that meets”so many of the physical requirements of the
parties concerned” (1976 p. 560).. None.suggests, however,. that for--
mulas will: be unchangmg Meisinger, for example, anticipates “the
_development of new formulas b:ﬁéd on margmal cost differences”
(1976, p. 225). . -

Plannmg angmmmmg, Hﬂd Budﬁc—*lmg Systems -
PPBS represents the third era in the budget reform muvement As-

" we have seen, PPBS has been synonymous with the planning move. "

ment in -governmental budgeting. PPBS has been’ legislated, - estab-
lished . by executive ‘order; 1mplememed discontinued, praised, ridi-
C-culed, evaluated, and feared.. Mmt Df ;11] perhaps PPBS has besn
‘described in the literature. -

}Deﬁnztmn — As we ‘might Escpéc‘:t PPBS does not EHJO} a stand'nd'
definition. It has been defined or described from a variety of per-
spectives. Kémmrthy states that “program budgeting is a ‘managerial
;"technlqué designed to merge the’ planning process with the alloca-
tion of funds by making it impossible to allocate funds without pl:m .
mng (1973 2 ]9) L"lWr'EﬂCE and Sérvme des(:rlbe F‘PBS as a varia- .

: Iyncal m@ls (1977 p Si) The N'ltlﬂﬂ‘ﬂ Asso,,, tion gf GD”Eg’E Sﬁd
niversity Business Officers has defined program budgeting as “es-

~““sentially a planning device that ultimately leads..to a conventional-

)

départment'ﬂ budget for operation -and control” (1974, p. 158). Toler -
adds that “PPBS is first and foremost a planning technique’ (1977, -
p. 8). Pyhrr describes PPBS s "b’«l‘ilLa”y a ‘macro-economic,  cen-

tralized, top- dnwn policy and long range phnnmg tac&l' (197% p-. -
149) : P
- The ‘definition -of PFBS we- tmplny is similar to the one devﬁlcped
’ by the US. General Accounting Office. Planning -involves the se-

lection and 1dénnﬁc1tmn of the overall long-range GbJECHYE‘S of the

. w

oy



- "organization and the systematic analysis of ‘various' courses of .action. -

in terms of relative costs and benefits. Programming- requires de-

v "—vgisieqs,ﬂn the specific courses of action to’ be followed in.carrying
- out planning decisions. Budgeting. entails the translation of plan-
- ning and programming_decisions into specific financial plans (1968,

-+ - pp: 10-11, 47.48, 53): R SR
" "Morrell. traced " the origins of PPBS"to the performance budget -

(1969, p. 286). He reported that researchers at the Rand Corporation
began to apply the’ performance-budgeting technique in-their analysis.
of military spending, and after-many further studies and recommien-. -

t /;da;i’aﬁsj PPBS was born. Commenting on the advent of PPBS, Schick
«-stated . that -“the critical mass for change ‘came from™ three sectors: -

economics, the new data sciences, and planning” (1971, p.-32). He

- particularly ‘2 ed the method's development to the growing role

of the economist in government-and to the Keynesian influence on

.public-expenditure policy. Inhis Gaither lectures at the University -

of California, Hitch (then the Department of Defense controller). -
traced PPBS's first: wide-scale implementation in the federal govern--
ment.” When he took” office, Hitch found that military planning and

"budgeting were each ‘already well established separately. -But he de-.
- termined that there was a need for programming “to provide a bridge

between the two” (1967, p..29). Because of the perceived -successes :
with PPBS in the Dépirtment of Defense, President Johnson, through

o executive order, difét:téd all_the federal agencies to implement this ap-

proach. Over the, next several, years, many municipalities and ‘state

© governments (and thus much of public higher education). féllqw’ved. _

suit. . (For the interested reader, Merewitz and Sosnick (1971) provide

- _more i%gpr_'rn'a’tion concerning the early history of program budget-

ing) *

- Postsecondary education Wwas, introduced to PPBS in a numEEr of
. ways. . Williams's Planning for Effective” Allocation in' Universilies.

(1966) apparently. ‘was the first publication specifically discussing
PPBS implementation in a higher-education environment (Adams, -

_ Hankins, and -Schroeder 1978, p. 63). Many state-controlléd  institu- . .
_ . tions became ,involved with program budgeting through statewide’
.. implementation ‘programs (Thompson . 1971, p- '684). But numbers:
.. of other institutions determined that program budgeting might im.’
~ prove their own ‘administration and implemented PPBS. voluntarily .
“in an effort to reverse the decline in public confidence and the ever-
~deepening fiscal crisis (Newton 1972; p. 1) for higher education.

Charactristics — In contrasting conventional budgeting methods
with program budgets, Morrell found five characteristic differences.
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- ‘The alder methads ‘were not autput -oriented, facused mnre on the
_ past. than the futuire, did not clearly u:lennfy program choices, focused

on resources requesteﬂ rather than results, and did not.suggest how
resources- were related to goals (1969, PP.; 1286-287). Using these dif-

)Eerem:es as a framework, Morrell argued that program budgetmg con- .
. siders both inputs and outputs, places primary emphasis on the . -
“future, facilitates, policy dEC‘lS]OﬁS focuses on TEsultE and lllumlmtes ,

. ' the'tota]

Y

std: of program'; - -
: Schzck zdemiﬁed fgur m‘iJOl‘ changes th;it PPBS mtroduced into
cantemparsfy budgeting: practice: the. more explicit c:onsrderalmn of
objectives 'in making budget choicés; the consideration of muiltiyear

----rather-than: smgle-year costs; the analysls -of- ﬁlternanve means of ac-;

=Eﬂmphsh‘1ng the objectives; and an. Evahnnan .of ‘the bEnEﬁts or
“effectiveness of the budget choice. (1971 p- 9). Fielden. xde_ i »
_basic components of a planning,. programming, and’ budg&tmg System

in effect supplemenm!}g Sehick’s list. His. principal addition ‘was that
PPBS take into consldtzratmn the eEe::t of demsmns on scsc:xety (1973

P 2.

The effect C)f the’ PPBS 1ppmat;h on [l"iditlﬂﬂdl budgét planmng
can bli‘ seen in thf: 10-step, budgetmg cycle spec;ﬁed by’ Parden (19‘71

“pp. 203-8) :

(8) Evaluate the success with which program ben&ﬁtg are qchleved

( 1) Establish ab]ecnve:, qnd gnals

- ( 2) Develop alternatwe pmg*rams that wnll at‘mmpllsh gtj‘lh

( 3) Estabhsh resouirce requiréments. for each alternative
(4 Estimate benefits to be g*uned from each -program alternatwe

- ( 5) Develop an operating phn by’ selectmg from among qlte‘rnatwg‘;
(*6) Test the long- r:mge ﬁa«:a] 1mpllcatmn of the.plan - '

(7 Ccmplle the annual budget

('9) Revise planning- standards _ . ,
(10) Repeat the Eyr:le to accommodate thanggs 'md DbJECll\’ES goals,”
available I’Ea:'n,nrtzesi and the institution’s envrmnment

“"PPBS in Hzgﬁe*r Edumtmn j— The pustsecnndary educatmn en-

- vironment h'lS phced further démands on PPBS. Dressel and Simon

“‘note that-it is “not even clear what a program is ‘at a depaftmental_\,

"+ level,” since most degtee pmgrams involve several departments i~

© . the use of general uﬂg,versxty resources (1976, p. 20). Morrell believes
~_-that the most difficult. part. of program- budgeting’ in" postsccondary
' :edu(:atmn is. measurmg qualu:y (1969 p 289). Thcmpsun fears that :

&




PPBS may “lead in the direction; of economically optimal yet po- = i
‘tentially educationally unsound cour % of action” (1971, p. 690). '
- Fielden -observes that in a. university. st

etting, “the five concepts of
. the _classic. PPB h;s%yé not. remained intact -in the rigoréﬁs-afﬂrniah :
- 'PPB cycle, The internal political ethos of a university which makes.
" it unable (and perhaps inadvisable) to seek, common agreement on -
_ objectives, and thus measures of success, has removed the lirichpin of .
- the old PPBS" (1973, p- 5).- Fielden suggests that the particular prob-
‘lem in setting objectives-in higher. education derived from the “basic.
inseparability. of university activities” (1978, p. 8). As Fielden im-
Plies, this “joint cost” or “joint product” environment (in which; for
- instance,' a single-activity might serve instruction .and research goals
- simultanéously) -in fact presents more. than just an objective-setting
-problém in PPBS implenﬁfnmﬁon‘: it also impacts both cost and out.”
.comes- measurement. - S A Lo
. Fielden proposes an alternative conceptualization, which he terms
the “new PPBS,” that emphasizes the need for participative planning
in the university-environment. Neff also has considered participation
requirements. He maintains that _for PgB% to be successfully in-

stitutionalized, it must become & part.of the social and political make-
: Jbnly-tacked on as an

up, of the university. If PPBS.teiponsibility-
, he; feels that Tirtle change will result

- ancillary unit of the inﬁsti'iuﬁ‘
(1971, p. 119).- e ET e : ,
+ Peterson posed’ this quéstion: “What are some of the ‘potential in.
ternal impacts of PPBS on organizational processes; formal structures,
- academic policies, and -social” and" individual - behavior .patterns?”
(1971, .p."8). His_own ,response was to hypothesize a number - of
- changes that might_occur.in “the university, including enlarged f-
' nancial offices with' broadenied’ responsibilities, incréased involvément
of coordinating and- governing boards in individual program decisions
on individual camipuses, and changes inthe ways in which tﬁe:caﬂ_mpus: v
deals with accrediting ‘agencies, He observed' that unless programs C
. and subprograms were defined to be concomitant with the existing -
- college'and department structure, a strdin’ on-'the existing frimework -
- might arise (1971, pp. 11-19). . Lo e
" Peterson’s belief that programs aﬁd'subprcgrams.sh_mild be defined
along organizational framework lines is a point of some contention in,
the literature.  Wildavsky, for instance; considers program stbuctuires -
“the most pernicious aspect of PPRS,” maintaining that “the structure .+ -
# "  turns out to-be-a sham. that Ppiles up-meaningless data under vague = .
. categories™ (1974, p. 208): - Ngff challenges, both Peterson” and Wild-"
-+ 7 cavsky” In contrast ‘to Peterson, Neff arfibes.‘that “significint con
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;Ehkely t«:: be- lnghlxghtecl nif the prngr: mteguers Emplayed 1rE:
. existing departments and their current activities” (1971 p. 124). Un-:
. ",_.,llkE “Wildavsky, Ne_ﬁ finds “the prognm strugture to be of great
LT ’beneﬁt ‘since there’is:4 greater possxbilxty ‘that the rmm cnnversatmn :
o nter on the substance of the" decisions and.. qot. on. such ‘un-.
esirable: tor‘lsequenc&s as pétty rivalriés,threats to’ Emplré buxldmg
and mlsunderstmdmgs (1971, p. 124), -

. The literature is replete with examples of msmunonﬁlly dEﬂ!‘lEd 7
_plannmg, programming, and. budgeting systems, ., -The. can]ecture that

“than that of the federal- govemm;nt “has'been borne: out.”In many
‘cases, the literature-reports a PPBS 1mplementatzon in name only.

. Dregel-and Simon tcmcluded that- with respect to pure PPBS imple- -
" “mentation in msmutmns “precious llttle ‘h’is beEn ]onE” (1976 p

. 2ly. - e s
- - Balderston and Weathersby have, prmxded an. extens
' tation of the University of California’§ experience with program bud-.
getmg from 1966 to.1971. They x:cmcludf:d that PPBS-as a farrnal

‘systern had been rehed on only to a quite’ hmxtﬁd degree,” both.in

ve documen-‘ _

“state gov nment in’securing fumds (1972, p- 299). Benacerraf et al.
. ave described the résulis of a demonstration project to imple-
“ment PPBS.at Princeton Unive "51ty While specific benefits. from the .
" process were’ rECGg‘ﬂlZEd such as "a ‘greater AWareness of the total cost.
f: ious University activitiés,” the authors cohcluded that a total
budgeting system was mappmpmate for Princeton (1972,
The principal difficulties stemmed from the * ‘great deal of -
d eff_ort rcqmred to keep the szem funttmnmg (1972 p

SEA year htér Andrew rep@rted an mterestmg varmtmn then being
dttempted at the University of Utah. In building a PPBS system,
they . developed an’ xmn]ynml measurerment called “enrichment -
}analyals " Its purpc:sc: was to. focus, attennon on long- range pl'mnmg :
--setting objectives, and detery ining outputs. during the btldgetmg

. process. Enrichment analysis"was designed 'to communicate to deans .
and dt:p'lrtmem chairpersons’ that the cEntra] administration wanted

“to recogmze more than just Enmllmem in the resource: allocation

_process (1973, p. 5).

Kenworthv has Ch'lllenged thnse wha ﬁnd pI’DE;I“’HTl budg&tmg u
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nmaking. and in rglatmns with-the -




the' small college’ than to that'of the typical university (1973, p.
. Evaluation = As one might surmise from. the preceding analysis,

~_ the evaluation' of the success -of "PPRBS mwardfiﬁipmving budget
Planning .in Postsecondary education” is mixed;- The: variety of
evaluations derives: at least partially from the varlety. of definitions. " - -

- Although no unqualified successes’ have, ‘beefi reported, one doés find - :
opinion’ at the other end of the spectrum. - Wildavsky states that o
PPBS has failed everywhere and at all*times; NoWhere has PPBS (1) "

“been ‘establistied "and_(2)" jiifluericed gover imental decisions (3).ac-. .

~cording-to its 6wn. principle +“P. 868)." Most. other assessthent

15 ‘modeis e.. Raider, -after cor’ﬁpaﬁng PPBS with™ other -iheéries,
challenged “the commonly accepted assertions that PPBS can ‘im.

. prove planning, budgeting’ and decision :making” inchigher educa-

" tion. (1975, p. 15). He observed, however, that. postsecondary educa-
" tion “lacks sufficient experience .with the technique for him to cor. -

- clude that PPBS. has failed (1975, p. I). Kershaw and Mood, found

., that implerientation of PPBS has been most valuable as a way of .

" gdining “a -better unde standing .of university data’ bases. But they, R

100, rioted infrequent. mplémentation ‘successes (1970} P 348). ' Harvey
. judged-PPBS to be “a failure gs’a systern, but a’: '

cedures were much-better suited to the normal governing structure of -

. B success as a concept
2w [that will :produce] a positive residue of thought and action” (1977, .
R O o
’ Pyhrr, in developing his zézgé_ for zero-base budgeting, asserted that
there were five problems with: PPBS. Two of his_ criticisms are- par-
" ticulatly -incisive — that "'PPY’ focuses ori what will be done, not
" how to do it"? hat “PPR does not provide an operating tool for
 the line tanagery ‘who implement ‘the policy and program decisions”
-(1973; p. 149) -~ ) : o o .
* Indeed, the negative evaluation of fmany PPBS implementation' at- A
tempts may derive from the fact that i¢ became a parallel and com-
-petitive process ‘to the raditional ‘budgeting approach;-rather than
supplanting it. Evaluation: of PPBS *focusing on its abiljty to sup-
.. port (rather-than replace) traditional budgeting is_less common,
* At'the:state level, Glenny found that most states “persist in adopt-
ing some form of budgeting which is called ‘program’ although the

form differs- dramatically from one state to another.” He quotes the',

" California state budget officer as abser&i‘ng'“tﬁat the statgs ate
.- tinuing ‘to,, move  toward program’ budgeting, but at” a.pace slow : -
endugh s5-that it will neither “disrupt proven political and hudgetary i
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R pmcesses nor . .. extend themselves beyq:md the capan:: ties® tn analyze '
. what they have” (1976a, p. 29) R S g
" 'Im Budget Innovation in the S!dl&‘i‘,a Schxck closed with thls assess-
. ment of PPBS: “If PPBS is an idea whose time has not quité come,. it
alsa isan ‘idea that n:annat be repressed by maméntar‘y setbacks (1971
218) - :

251*1:-3(155 Bndgetmg _ FRRH .
Thi"decade has Expengnced yet another: budget refnrrn, one that_' '
me widely dxscussed in the past severa] ‘years. * Zero-base bud-

ZBB) continues in the ratmnahst Ime of procedures, although -
omic approach, ‘designed to transform ob ctives.into . .

Dper'atmg plin. Thls is iny contrast. with the PPBS macro-: -,

, e::omjmu: .orientation, or. concern for broad: polu;y dec,:smns and
'centrallzéd tQI}dDwn ‘1pprD1ches (Phyl‘r 1975 p 153 It

b
i

3

e"b 'n . amund fc:r

- (1970) Although there had been a ZBB zmpleménhnan attem apt m" !

the U.S. Deparement of %gr;culturc: in-the carly 1960, yhrr claxms

~ that this effort {'did not resembje [lus] metlmdolt:gy used sucr:esafull) ,
both in industry and governmént’’ (1913 p. xi). ~
Desinptmrz — "Zero-base budgetmg EmeﬂlES a 1Elatwely SITHPIE

~ concept.’ It /demands a total ‘rejustification ‘of every activity from base

zero, instead of mtlementmg the new on the old (Cartér 1977, p. 24).
According to NACUBO, the- "zero base budgeting téchﬂquE assumes

: nothing about prior budgets but starts Emm zero E*ich year' to buﬂd a-
. mew budget” (1974, p. 160). : .

- Despxte the réqmremen,ts of the theary, the gmernrnéntal appmatzh'f-*"

to ZBB might. be. more accurately characterized as “80%-Base Budget-
ing.”- Sarant finds that ZB
phnmng budgﬂtmg and-feview processes” and that the budget justi-
fication includes * se’leﬂe;ﬂ not all, current program elements starting
somewhere in l;he b1se area [but] not nege*ssanly at ‘zero base’

(1978, p. 3. . <

gl
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nds-only .two ba;ic?zﬁ:;é‘ps. in-zeto-base budgeting: (1) de-
d ckages and -then”(2) ranking*these: packages
3, scribes 2 decisiori package as one thatidentifies a -
- gsc_jrg;e-aggvizyr, function, or operation i i a. defini ive manner for
/' managenient evaluation and comparisén. with other activities.”. sEach
. package includes. the purpose of'goals‘and objectives for the detiyity, o

7. the ;i;bnvsquefniesfgf not performing t ctivity,; measures of per- - .,

formance; a. listing .of alternative: COUTses

, p. 5) HE 7dEiS‘

iz

1 courses™of 'action: (different ‘ways of -
. performing the same function dredifferent levels’ of effort for per- -
«forning the function), and. its ¢osts and’ benefits” (1978, p. 6),. Gen-;:.
© -erally, a decision package-is prepared for, the lowest organizational * .
< level, ¢ost center;.'or 'budgeted unit.within the enterprise, Each'pack-
age. is ,iﬁthgn_pganked_ »__'f;gt:gsucc:e;sively higher _ad@iﬁistranv& levels, mth R
1 : n those decisions ;ﬁgpfr_gsa_gn;i_j@;g @s;%iﬁgl choices'in

. __ 3 ker with Pyhﬁ; writes that
““the zero-base process pulls.together a number of techniques that ‘are . ‘
» already ‘used for. planning and, control’’-(1977, p. 2). Amorig these .
v+ < stechniques are' many that we- have. désctibéd in earlier sections, fns
" cluding ancremental analysis, goal setting, alternative analysis, cost-

- benefit analysis; performance measprément, and-linedtem_budgeting. ~* ~
- -Stonich observes, however, that th strenigth of the zero-base apptoach. L
- 7.ds. that it integrates’ these techniques within a-=sy§si:ém';1ti;:fra‘r;'newqu;'-' .

(1977, p.9) R S
." i Both ‘Stonich gnd Pyhrr ‘have: contrasted. the ZBB- approach. with .
' “incremental ‘budgeting .and with PPBS. - One differerice is' that-th
».mncremental approach: examines the costs and ‘bepgfits of new activi
- ties, while ZBB considers all Aactivities. ZBB callsfor constant exami- =,

* s

* * nation of new approaches to job performance, whil ehitine
approach’ does not. Thus ZBB offers. choices. from" among - several
levels 'of service and cost as compared to the i@gemental,‘takeéi&orz-_";-‘

- leave-it budget (Stonich 1977, p. 8), . 7 S S
As we have noted, Pyhrr identified severa] problems with PPBS. ..
He believes that ZBB can solver them and that the two -systems’ are
both compatible and mutually reinforcing: “The marriage of the
'two systems strengthens ‘both, and PPB and zero-base budgeting can
be merged into a coordinated process by changing the .concept of
. budgeting in PPB into zero-base budgeting”-(1978y p. 152). -
- Several investigators have speculated on.what might be: necessary
_ for a successful ZBB implementation.” Carter believes that ‘budger
* planners must ‘be “willing to work long ‘hours to find out what

really going on- and -have ‘the 'p(:{'ljti courage to maké taugh: de- -

I R
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R '_-clsmns" (]977 p 25) anen sugg:sts gthat the system Shf!llld be -
I'-ﬂexi’bh: andrrespoﬁswe to tha"partmulai‘ “rieeds of the . nrgﬁmzatlon
. (1977,"p. 20).- Pyhri- apd Stonich hﬁth 'flalm Rat top managemem ;
. .must be committed to the process. : :
Evaliation — L;ke PPBS, ZBB has als«; recewed rixed evsluatmn#
rter states §imply that *‘zero- base bidgeting has- praved its value”
. (1977, p- 26). Cowen. quotes a municipal budget officer as statmg that
- zergrbase budgetmg is’a prictic:al imposgibility” (1977 p- 19)..
:Stbﬂlch prgwdes a’ more r:redlhle Eva!uitmn throug’h hl‘s survey ﬂi ’
_the experiences- of ZBB.users. ' L
. .percent of ‘the respcmdents said that it was E}ther gﬁud l‘}f extellem
, " for reallocatmg cost .and manpower (1977, p.-15). PO
- .. “Postsecondary é(;‘}llCleOﬂ has had.limited Expenén:"
alﬂmugh Lhe Texzerlt 1mplem::ntaimn at MacMastEr Um ers
sta

5

S

-

were thE gammg ﬁf much greater ms:ght LILED th,, wh‘fkmgs Df the
Umversn), deve]«:pment crf ;A tougher manag&mem approach, and
1 vemem of cost réduﬁmns w1thaut excessive negnl\; 1mp3c:[ Hls

prmrmes (1916 pp”
e used zef&basg bud etmg there ‘was abmlutel} m} quEstmn by

, ! .,.rﬂity‘ suﬂply bécause : _
,the commitments’ alréad} micle gequire continuing support’” (1975
- p- 21) Xf ZBB can-'be apphed successfully in:a higher-education -en-

£

vironment, Gaither ‘and Johnson thmk that it will ]}E in Lhe service ]

End SHPPQI" areas, S]ﬂEE these activ
:ﬂex1b111ty-m t:hcsgsrng the rnanm:r snd level nf service thamare the L

15 _higﬁﬂ’ education, particﬁl’a" al
imaking levels. He behé:\és that” the: \’lelll[Y of Z.BB
hzghly dEpEﬂdEnt upﬁm A ory resolution of k&v thi‘ﬂl‘étlta] s

“1s -

O
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T v iosues” 1978, p. 7). ‘Among these are criteria regarding the ordering®of-~ -

“prioritigs, .inputs to outputs, substantive vs. procedural rationality,

. and the’ viability of the economic or business model ‘in n¢ market
1. organizations (p. 7). Heialso expresses concern -about ZBH's: cen--
-~ tralized; pre-audit decisionmaking “situation, wki h; permits “top - ad-
- mi ¢ ive officials %o make managerial, decisions -

- f'"“;'.i.pféctical‘-appraé«:_h TD_ achievi
" education (1978, p. 28). -

4. F = . Tl

C ) PR

e As we have observed; performance biidgeting was thé budget-pgn. -
‘ning produict of the management: era — the second 'stagéin thegge
velopinent of public administration. budget-planning practice. ﬁl

though the emergence of ' performance budget is usually, linked .to." .

".the 1949 Hoover Commission, . Schick claims that the commission %, -
merely “coined the name” and did not invent, the concept (1971, p. ;Y%

-80). Its origins have been traced to the 1912 Taft Cominission as well g, :

" . as to both the 1949 and 1955 Hoover Commission, (Peterson’ 1977
~*».2). By providing performance budgeting with a labek the 1949:Com..,
i i« mission’ did succeed in givin focus .to the approach: “This created-a .7
' ~~ demand. for improved federal’ budgeting -and helped to.‘develop a i

sense of excitement in public administrators of that era, - ~ -

In more recent years, the term' performance ‘budgeting has again.
" come into use. Peterson ‘reported finding “‘embryonic developments” -
-, through his 1976 survey (1977,'p. 3). Some observers, hgwever, gies: .
. tion ‘whethér this new era of performance. budgeting is like that of
the Hoover Commission, Many similarities can be recognized, but-
there are also mariy differences. 1f there is a difference between  the
old and new concepts, it is,probably in the concept of performa
itself. Whereas earlier usagé seemed to. stress’ quantitative workload,

‘the concerfi_ now. appears to he mote qualitative and impactoriented;
- . Given the difficulties in assessing quality, even this distinction is -

, ~ problematic. For aur purpases, further attempts at distinction prob-
=" " ably would prove counterproductive, Just as ¢heére are many Vversions -

' of formula- budgeting, -PPBS, and zero-base budgeting in “actual

«“ practice, on ___?shm{ig,riat be alarined to discern several versions of per-
% fatmance budgeting in use. N S
The new growth in interést in performance bud%t:tingjé _buit-one
example of. increase interest “in postsecondary-education performance

ST

i
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“and scmumablhty A recent, mom:g:aph s devoted “to_ the - topic
" (Folger 1977) In addition to performance budgeting, it addresses per-. .
: formance audits L‘Dnducted by state legislatures (Berdahl 1977, pp.
85-65) and académic pmgrarn review. approache,s employed by’ state,
. higher-education agencies (Bsrak 1977, .pp. 67- QD) Lhaz affect! the bud
-get less directly. .
- Dgﬁmtmrz — Peterscn has described perfm‘mam:e budgetmg both
= as “a budgetary stnu:turg that focuses on actwmes or functigns . =« -
whlch produce results . .. and for. whn:h resources ... . are used” and
“a bufigsta*ry ?‘J)GEE&S that atﬁamps ‘to allm:até resources on the basis
. of anticipated or Qast results (1977, P "9). Schick” smxght to defirie
performance budgeting hy contrasting it -with PPB." He wrote- that ..
“performance budgeting pertains to activities, not m objectives, Its
rin ipal thrust is to-improve: ‘work efficiency by mﬂans of activity
.r:lass:ﬁi:atmﬁs and w,'rk/msr: measurements”* (1971, p..8). ‘He also
] observed that perfarmmce budgeting rf;prf:sents *a dlaﬂge in budget
form™ carr 'mg the’ expectation that / modifications . irf udget form
- and technigue wﬂl generate change.r; in the roles and de mcns of the
+  ‘budget pirtmpants" (1971, p. 44). : ~
The resurgence of interest in. performance budgecmg is attnbuted'
-to various fcsrtzés- \Vuinﬁ thE hlgher ed' n' cﬁmmlmlty, th‘ErE 1:5.
. ‘contern. that. current fundi
. .-thans qual‘;tﬁ(H'nrrx
‘performarice-budgeting h
to implement ncﬂtrldi't’i

977, p.. fl) %upport for
’ho 1n imcémpngg
have fEIE sﬂﬂeﬂ g

are bemg cnn51dered by lmtltutlons faced mth the’ nEEd to dle\‘)l‘h '
tmue 1nefFectwe :mci inefficient programs durmg permds nf reduced

,‘; budgétmg .
'ustntuimn The: TennessEc project
some portion of. state funds gh ‘the
pwil .pl’Dl‘ﬂBtE instructional eEerntxvene:s _
(BDgUE :md Tmuttf} p. 1). Peterson traces the interest in perx .
i formance . funding and the increased concern for accountability to .
“the declining confidence in higher education, the size of the hlgher-

»

-€ducation - budgﬂt o ;’md the pressures. of rECE‘sSan and mﬁstmn

1976, 9.8, T - - e
. Characteristics — ‘\Iotmg that pEffomE{ﬁCC budgetmg pracedurea

had naot heen dEiCrlbéd in the literature in any comprehensive form, .

o .Sc}u_c:k developed a set of distinctive methods through analysis of-.

b3
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. ‘ uzfgnance ﬁiEa&ufeménts dﬁvelﬂped Ear each
_i.ac‘:nv:ty typz ally’ ewpreés"tlle relation betwem ‘1

puts, Perfon‘riam:e reporr \ I'as’b
- post-audit ﬁrgcedure"'
 jections (1971; p.. 48). .- .
Perhaprs the biggest bamer to 1mp1cmemanun
-ge:mg has. heen’ the th!ﬁculty in détermmmg app’ DPHEIE perfqrmsm:e

y re ated: lmking problems,” in pamcuh_-, ap-
, e the major obstacles. For instance, ,it'often is diffi
cult tD aunbu‘:e a parucular Ferformance r_vc»ugcnme to’ any smg]e ‘

o OIganizational L ore than one-unit fréquently contki
- =EffDrt‘s(PEtEr5

ibutes -
TQu, p.. S) ,S’iguhrly, FEfEI’SDﬂ suggests. that “the
age’ bE[WEI‘EDUICOTHE‘i and budget dollars may not-be apparent”
and’ that- a “cause-and.effect rélatmnﬂup cannot’ be' demonstrated
. {1976, p. ;12). The-third dlﬂ?cu!ty 15 actually a variation of the second -
. —the performance measurement cycle usually does_not coincide with
" the” budget plnnmng cyc:le! Nnnelhelegs, these rather fmm;da!ﬂe
‘Rioblems have not deterred interest in budget innovators. “The sub-
- -t;tk; of a:.paj ,gbx Eagur:;nnd Trmltt - “Actmg on the’ Pmszble
'-thle Apwaiting Perfection' — exemplifies’ ‘this determination: (19 8).¢
: ree staté- Ieveli atfémp‘ts at., pgrfnrmanie budgetmg have . refently
at oJ condhcted case “studies: in - the states of
i and W"ﬁhmgzon (1977, pp. 9- -29).. While there were notable-
" variations in practices: hetween ‘those. two states, Pe;crgan also’ found
smkmg szrmlantms bé ween the statts, which refiect the obstacles
to instituting a pe1f0h‘nance based approach” (1917 p. 30). In both-
-states, he found-that the instifutions and state agencies were still
negotiating the ‘appropriater ereain ‘meagures and’ program
structures, . even _though ‘each state” had’ severﬂ years of. experience.
Perhaps more s:gmﬁnntlv ‘he found chat ”perfmrmance budgenng
lacks political appeal” (1977,'p 31) Thls ! : :
absewatmnsfthﬁ legisla

 The *Tenne eriment xhs msﬁ ated by the state caﬂrdmatmg T
agéncy rather ‘thati heing m‘md“ltf'[:by the executive budget office or
legislature. Its. principal emphisis s on- esnblxshmg and’ assessing
mstrucnonal goals (Bngue and Trr}utt ]917 p. 107). The project
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' Evaluam:m as a basns, a reeﬂnlméndcd budgét ft)r tl
be prepa g};&d by central ‘authorities (1977, p: 825). . ‘
Evalua, ,’an — W ule it ﬁ prnb*ibly prematuré tg ev, luate th

* .!SCHI}:k '511mﬁfarui3d “Performince: ‘budgetlng falle
" v aspirations and potentlal” (1971, .p: 85). But-ds Lee and J@hnscn ab
serve perf@rmaﬂce budg&tlng téally dld not (hs'lppear almgéthér

: _Drrn'rs Ernrn itt‘lﬁlng’ tc
c:cmvert the tradltmn haunﬂ budgtzt" (19?‘1 p 85)." S

5 TE! ’-vmw thésf_ ﬁxe tECllﬂqulES fmm a lﬂl’gél perszpectwe it may "
> useful to consider their- theoretical and pmgmatlé su’mlautlﬁs in
addition to their - -Ffenang&s ) AR
'fThE* thearenﬁl-*lspc:l;{s of the budgét I::l;’mﬂn'l;j ﬂppraaches dis-
cussed above can be described in. numerous ways: Three partliula’ly .
3 1mpt:lrtant irneszn for comparing these nfethods -are thélr degree ‘of -
* " integration in. the overall long-range phnnmg effort, their considera-
: mn of all rather than just expansion:based acuvnues, and ﬂLElT?fh '
‘cern for ultimate outcomes ratlier than process.. Pérformance budget- -
ing, PPBS, and ZBB tend to be similar in these'respects. By design,

R
~ . _:these.methods are integrated into the planning process, call for con-
~tihual reassessment of the need for ‘discrete. programmatic activity,
:md lead to Eonrts to- méasure EHCh pmgram s pErEQrmmxze Farrnula
. 4 : SR '
. . 7.
g F
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' hudge g ah ;d mcremental budgeung, on the ather hand are- sn‘mlar
" An- théj “pragmatic charaeteristics.. They. are lesigried' to Youtinize de. -+
'msmﬂmakmg: lead to more predic table results and minimize thé aper o
- work, conflict, ancl eﬁort atleddmg the: other budget plannmg meégh: |
odnlcg1 s.. The newer- versions of performance budg&tmg, PPBS and - "~
-.-ZBB, are products, of the m3F€ recent planning era that’ mr:reasmgly L
“demands reéallocat d rmy be clearly dlstmgu;shed' n this regard B
- from: fcnnula and increménual budgeting approaches : o
© Wedo not anticipate-that the next :fe I
. ~ing of the steady ‘march toward rationalif
'Qbs_erved ‘pastsecondary. ‘duca!:m".budgﬁn
b 7g€tmg in gcwerﬁmen

ng is héau:ly mﬂu
.If £t)r“ no ‘othér e
! jdget g, will:; S€.
-'college is: parl; o %E hrger en rpnse “No: améunt gE debate g
"-.'Ees"ana meetin, ' ber: of essays in. ugher education
j o nlter the fac:t ‘that when-«ijt comes to selecting .

wluch publn: msututmns déal

I ,Ed by
q, -the rm:nre ‘toward:

Y “This is- not " to’ suggc;at that al]

-shatgun weddin : ,

geting’ “officers ! JEUIIOI]& of - hlghér er:‘lutatmn. like theu- countﬁr- '

',parts in government - ancl mclu,s.try, cansmntly seek. ways to dntharge,

-~ their ‘respcmlbllmes more, EfTEi:nver VVh le recognizin -

. tions or pmblems of various: sorts in l:he mswer hudge;-p]agmng tecl

il these appmachés to be 1mpr§3vemg
nd ;ﬂ'iey are willing to- experi

Op' Ortm stig)
ncle But thls can sx:;irceiv ixplam the cm}
at, pn :

is- fﬂrcmg ‘the Um' : !
‘“‘budgetmg As new Enerauom oB pastsemnclary edu(;atmﬂ nclmmlsa
- trators who have been trained in. these tEChmquEa assurhe’le o
~ roles, eFfDrts toward. mnowtwe budgumg plaCthE are Ilkély t(;) ac. -
-~ . celerate, - . (
: Beynnd the mﬂuénce of penple in lEJdEI‘ShlEI pnmmm the demo:."

graphic and economic fE'lIl[,l(‘;‘E DE the next demde alsn :ué,:hkﬂy tljv‘
demand. continued emp
.J :

: 58 . . v.
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*; (1978) W’lulé remlérmg goml budge{mg dcfc' ’Dm lms alwa % beé
- .#important, the pl’DJECﬁLﬂ downturn- in enrollment, the m::i"tf’f‘;mg in-
'f»ﬂ!i‘x E\lllty of resources and the eroclmg ﬁn:m(:lal support base: ;111

We do ﬁot neeesmnly believe that any of Lhe five budgetaplanmng
approazhes we have described come close to a firial ﬁnswer,.and we

_expect to see other innovative ideas put forward in the coming years,

The remedlatmn of per(ém:cl deficiencies in the reform-approaches
(m some combination of the more favorable. aspects ‘of current’
methods) will likely provide the -basis for such mnovnmnﬁ We are
likely to see pmtcdures that recognize the inflexibility of the base
-and that minimize paperwork and analysis (as does’ incremental bud-
geting), abproaches that provide prcdu:ta]uhty and routmiz*itmn of
decisionmaking (as does formula budgeting), models that enable the
; --rational evaluation: of alternatives at the margin’ (as-do PPBS 'fmd
"’ zero-base budgeting), and attempts to change the financial incentive
structure through relating pcrfamrmce to the budgeting process (as
dncs perftn‘mnncc, hudgetmg) lnglé appra‘tch is llkély to Emc:rgé

* - - . T
. . . e
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: : Brlr;vdgr'etary Responsibilities
At Differing Organizational Levelsk '

,-';l Lo . . - '
, Budgeting provides a' forum in which many actors can perform a -
s range of rdles. As Morgan observed, “participants ;il_aj'%budget;?r‘y,,
roles as their institutional position prescribes. Successful performance
is determined by one's ability to' make the’ best ‘case for one's em-
ploying agency” (1978, p. ES);‘fWe come.now to the identification of
e _the various actors involved in thip«jstsemndary education bl{dgetarj'ﬁ v
éﬁ‘ 7 process and their multiple roles. Not al] the actors are on stdge, and
'+« not all perform the same roles thrgughﬁgut the budgetary. process.

' According-t@Wildavgky; roles “are the expectations of behavior at-
sitfons” (1974, p- 160). -Without understand-

tached to institutional posit ‘

ing that the roles, or expectations, exist as'a function of institutional

s position; one cannot understand the nature of the budgetary process. .. L7/
-, To emphasize the importance of performing in appropriate roles, . -
Wildavsky cites’ the- exampleés of the U.S. Weather Bureau, which at"
one time was excfedingly’ conservative in presenting its’ budgetary .
- Tequests. During one appropriation cycle, the Weather Bureau found
“-itself in the position.of the college business officer quoted by Jellema:,
“The trouble is not with my budget. That works out well enough
“The trouble is that when I get to’ﬁé end of the budget, T still have:
a lot of calendar left” (1973, p. 63). Thus when appeéaring before the :
Appropriations Committee, the Weather: Bureari official was chastised..
for being too conservative in his estimate of nceded Jesources'and . L
was subjected to the following line of questioning: ' ' ' '

-

1
DR

. Senator Smith: B Have you requested enough money to*per- #
. : * mit you :fo progress“as fast as you can?
Weather fireau Senator 'Smith, I wonder if it is any

-—‘s" agency-that evér gets enough .money. There'

" aré always so many things yoi can do- be-
. yond ‘the budget possibilities, Certainly we . ~

. .+ . . could-use a great deal more. . S ’

Lenator Smifh: - "My question was prompted because we can-

s . ‘2 not know what you eould use ‘unless.you tell |

' us. . .. If you-do not ask for it, the point

. *." . . is the ‘responsibility is yours, is- it not?

. (Wildavsky 1974, °p.. 161) . o L El s

m"this perspective, the iﬁ‘npartsnce;’c‘if advocacy in the budgetary ', -
A Al . I LT ey s

5 apparent. Anton argues, for example, - thdt. an¥ importanf’,
. s 7 7*. f B k . §.».e
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r’éle of budgeting i »io,”gi-vé, the ,bfn;lg&tary c:ommission- sondething to
t" (1975, p. 209) “whi inly does not st
approath Hnwgver _ Othér I‘GIES ln thli‘ budgetary pl"DEES
_implicit 'in the. dialogue. The senat r seemed to. suggest that 1f-
sufficient funds had been I’qulf:‘itﬁd they would haye been provided.
But let:us assume, for the moment, ‘that the Weather Bureau had
requested funds bé;jond what was available. "In this circumstance,

the senator wguld have bz:en tfjnfrcxnted wuh demﬁmns relat e to the

s

the WémherﬁBurea, wgu]d Iﬁvé been fnrted to . make ch ices. ;

‘which: 'éétivizieri to supportiat the reduced lgvel of funding.
Thl‘i E:{‘ZTTIPIE shows several roles that are necessary in “the. bud- ..

gétary process: advocates, cutters, analysts,. decisionmakers, prmuders. S,

and l:s:pendera These roles are  not mum:ﬂ]y exclusive and

gssarily.on. the same continuum. The same mdw;dua] as

) ) ﬁ}bf one. position, can be ‘both an ‘id\mmte and a cutter

- either ah amlyst or a ﬂECISanmﬂkET, and either a prov;ckr or an
expender In fact, the ‘chief E!\Eilltl\'e DFECEI' of the IDSUUJUOFI may

?'1 I'E not- l'l

*

play all nf these roles. . - o :

- The multlpllilty ‘of f‘ €s mpm\ on mdlwduah dérwés from, the '
two i:'}"z:le: of :the lmdgetar focesss On the ore! hand the bndgc:t s .
used to put forth a case, to Eﬁt'{bll‘ih- tl{ie need fm‘ and the desu“ihlhty - '
-~ of the mission, lel‘pO§E, and activities of the mstltﬁtlon .On the -
other: hdnd; the budget chstnbutas available I‘EEOUTEES to support '
authorized purposes -and activities. durmg a given budgetary period.
Dépéndmg on .on ne's position, dlEE! ent roles are performed in each .of

L3

G-

these cycles. -

o
N . B, x =

¢ Players ) . '
o . The more visible _players are fiitu]ty department chalrparsans,"' -

= deans, vxrvpresldems, chief executive -officers, state ppstsecondary -

A Edugatmri aﬁmals ,governors, and legislators. Less visible, th@ugh-
1ncreasmgly lmpcrt:{‘nt are studEﬁtS, mstitutional analysts, staﬁs ‘of
state agencies, and staffs of executive and lf:gls]auve agentles G;]Enny
has emphasized the cnncﬂ nature DE staff work on important budget -
demsmns obsérvmg ' ’ e

¢

O
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-tion, and resources from gc:wernrptgf
- students. Through this méihsnfﬁﬁi'g
us. , UL,

- Hansen and-Wejsbrod 1969; Hoen

. model is_determined, to' be.inapplicable dr“ﬁ@?faﬁs atg”
- edutation, " (1974, p." 2).

~is unlikely that highar -edi
_ing- As a consequénte, vthelchcﬁges of st

- and budget " allo¢ation cycles.as they .r

- of requiesting funds? for purposes of this discussion we consider -the
" request cycle

Lo

Much of the most ‘telling l;éaderghip of public “institutions of higher
education today is anonymous. . . .- Unknown by tollege and university
faculties ‘and students , . , [persons occupying these staff positions] are -
faceless, without names, and without the -legal- responsibility for the
well-being of the colleges and universities." Nevertheless, as the state
political leaders fail to see their ‘goals of accountability and  eontrol

. achieved through the coordinating and the gov rning boards, they turmn -
to thé.gavern?f’s budget. office or the legislative analyst, or in some
" states both, in order to obtain their objectives (1972, p. 10, 18).

‘?‘

.- The other- invisible player is the ‘student. Students, by:ﬁ%pasing

which institutions, or which’

=t

st of providing instruc-
d be provided directly to
itional' budgets would be

tion; in which tiition would be set ag¥
/ or $

determined as a function of sty ; »
“afil. Norman 1974). ‘Leglie and
Johnson, on the other hand, argue:that the “chardcteristics: of |
education in no way approximate the- sufficient condit
perfectly comipetitiye market” model.\. . (p,-34)-

year,

+

, , Though in,recent -
federal. fhancing; ‘and_in some:instances. ‘
provide relafftely more "resoyrce ¢ hifr 1o
tion finahcing afd ‘btidgétxmg wi
immediate future 'be based g full-cost tuitic :
‘continue to exercise chpice

ideénts as represented in’ fai-
N t g\ T )

estarily- be

tion income mirst ng -reflect

In ‘the remainder®sf. this section, we scribe - the. |

ateito, the educational and

general fund -and -explore issueés sﬂr_z;aundﬁ

e

The Budget-Request Cycle—__ - R T :

As we observed at the Vautseg\the budget is-used to request funds -

llocate available furids. among competing alternatives,. Al
iny allocation decisions are impli tly made in the process

toculm

ingeesin the appropriation of funds by the legis:
gk & . 7 »\- S :

programs within an institution, to enioll.
in, influence dpostsecondary education budgets ' Some have argued-

. that a free-market system'should be adopfed;for postsecondary educa- .

follment (see, for example,

be
N the -
5. 7 1 i N
tion. Nonetheless, students

and influence institutional budgetnak-+

in the: 'udgetary:procégsi L
udget request

g ‘participation in_tHese. -
cycles. IR S N
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7 however conceals the many aspects ang

£
-naturé. It has no begmnmg.or end
»lappmg (1973, p. 18),F ; t

_Status fo the rjhysnc

" lature and.the" allocatn:m cycle to procead therf* fter* It follows,‘
therefore, ‘that we are cc‘mcerned pnrnarlly ’wuh thf: pubIlc sector, m_._

postiecondary education. - S

Most-of the-hteratugg focuses on -the bu udget rt:quést cycle Thxs is
understandable because, particula ly in public mstltutlons most of

the debate, analym and decisions' are made ‘in ‘the. ‘request f:’ycle'

Campus or state-agency. budger Heatings rarely are reconvened . to’

determine the allocation of appropriated funds. “This is partxa]ly.a

cotiming issue. In many st.ate the appropriation may not be set
. until aftf;r the ﬁscal yeﬂr’bégmg As a g@nsequénce allct:atnjn must .

»and Slénny 1977 -p. 181) In adchtncm thE lntense effort put ‘into the :

request cycle also tends to mxtngateqhﬂ nEE‘d for prolanged dehbera-
tujns in. the ﬂllm:atmn cyclé . . L - :

Frfﬁarmg ths Budgc,t Request

In its simplest form, a budget t;ﬂnsxsts of an. expendlture and:
revenue plan.that will supp@rt the overall edm:a ional objectives and .

plan of the institution’ (Corbally 1962, .p. 167). This description,
subpricesses involved in the
Robm% points out that
i matéd is cyc

cyciical in

:ﬁré‘césé by _whl i ':g-;\:'biiﬂ'géi» “doci

tional budget as Dccurrmg in't
In the “long-range planning’;
mstltutmn is concerned with ﬂc:vgfa’gmﬁ;,
goals, the demographics ‘and envito
stitution (such as faculty loqﬂi};mh
the student body, the condition of thé
g plant théﬁ‘nvera

a sdurceof c:nnfusmn m th@»se more: 1ccusmmcd to hudgetmg in prnat& institu-
tions. While many *of thé procet ilar — for example the use of
budget protocols of gu / c:r:ntral administration, the unalve-
ment of budgetary commii of the budget im the cpm:xt of

overall institutional goals and plans ~ the separation into twe. cycles is pars
ticularly mlsleadmg In private institutions, the budget-planning. process tends

. to be more revenue-driven, with requests and allocations handled simultaneously,
.and the distinctioh between th: two -much less visible (Cuthbertson 1959;" Mc-

Connell 1967). . I 2

. g
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- The institution is then ready to move to the second phase, which
is concerned with program planning. Normally this phase begins

,  about 18 months before the expected effective date of: the budget. It

* focuses on the assessment and planning - of- academicprog;%ms, the -

~ planning of support programs, estimating revenue, and reviewing

» - and revising- plans and estimates based on comparison of estimated

. revenues with expenditures required by the educational plan. o
The final phase*of vthelrbudggf process concerns documém' prep’é,ra% o

tion and usually begins Tine fo 12 months prior to the effective date
;of the budget. It is in this phase that the formal request ‘budget. is
-developed.  Many of the major decisions have already beeri made in
earlier phases and aré issued as_guidelines for the development of
. the formal request budget.- Nonetheless, .contention and negotiation

conti ; roughout_ the preparation.of the final request budget,. .
From 'this description of-the budgetary pracess 6, can_see;ithat the ..
Cinstitution is simultaneously engaged in different phases of prepara. <.

tion for different budget years. Long-range planning is being carried
- out for one year, and the institution is completing the final docu- .
ment for the. 'most immegdiafe budget year — all. at the same time.-
This leads to confusion on the part of participants and also has
created some confusion in the literature. I budgeting, for example,
top:down, or bottom-up? While arguments are made on both sides
of this issue, if one accepts the description of the budget cycle pro-
vided above, the answer is that budgeting is both top-down and bot-
tom-up. 'As a result -of-the long-range planning phasé and, to a

‘limited extent, ‘the_program planning phase, budget guidelines, or
. “budget. protocols,” are-developed. As.Massey points out:

. 3 . : - o :

w ", ‘These are written inssruments for promulgating general budget and. plan-
' " -ning information and providing top-down prompting to elicit bottom-up -
* response to specific questions. . . . Protocols .provi &.an fmpetus to plan

more effectively at the local level and share these plans and their rationale

with the central administration. (1978, p. 363). ° R

' These protdcols help. to ‘mold the “shape of the buflget’as it is de-

veloped. - .. o .
. This is nov to suggest, however, that all decisions are made at the
top. As Masters and Munsterman observe, the budget normally flows "+ "
from the bottom up. with gnidan;eggpd assistance - from thé top L
down. They add: - ) R e
. L . . 2 ) :

.- The budgeting unit in etlucational institutions is the department and it is
very important that the responsibility for conducting the affairs of the

i
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; gane by the tim

_cretionary power. Thu :
determined in part on'the bas:s of the need described in the budget:

i :\mmcols) p’ﬁsf_‘d dﬁwn by the central admlmstranon
Several issues relatec to"timing also cause confusion and problems

in the budgzet cycle. T urrisi points to-a dxlemma in Florida that is °
. typical for institutions in-other states’ on an annual budget cycle,.

The operational unit of’ the academic area, Turrisi notes, is the de

. partment The need to know abuut available resources is greatest at
,thls level. Yet “department chmrpersans are the last to know what

rescurces they will have for ‘the year which is already one- fourth

_'Why, one wonders, is hlgth edumtmn oné of the last appropria-’

. ;.'tmn items: dealt with at the state level? State governments, like the .
" federal vgovernment, have increasingly * assumed ‘budgetary. obliga- "
“tions that are of an entitlement nature. This means that the basis -

fok fundmg many. programs is defined in the statutes,:and the level
of resources that will be provided to different pmgrams “supported by
the state 15 a function’ of the volume that can ‘be justified for each
program. In most states, for example, funding “for elementarydnd
iec:ondar*y ‘education is heavily influedced by tax equahzatmn form-
ulas written - into statutes. ‘ilmllarly, .appropriations -for ‘welfare,
transportation, and hlghways are largely determined by reqmrernems
to match federal grants, by statute-based Eundmg formulas; or IE:—
stricted tax revenue (such as a gasoline tax). Mental- health pro-
grams, prisons, and debt maintenance also are continuing pbligations

that usually take priority. The next result is that higher education, S
which remairis one of the-largest: budget items in most states, is '
", treated on a discretionary basis. Indeed higher education is one of

the few remaining major- prg rams -over- which the state has’ dis-
' ons for higher education are.

requeat and m pérz on the bagis of what remurces are available after

‘e,i“r ) 3 . . ' . » ‘- - : N 55

‘they find out” (1978, p. 1). And frequently, im-:
‘portant allocation decisions are made in August, when the c:peratmg
managers (department chairpersons) are out, This situation, which
-is a consequence of the lengthy budget prccess and the fact that
“higher . education in. most states is the last appropriation item
‘.fhandled, lﬂdUEES frustrauon and uncertainty. at all IEVEIS of- the m
: sntutmn (Turnsl 1978) : ,




other state-program commitments have been met, This phenomenon
* bedomes increasingly -important, and pgtentially forbidding, in the
- context of the demographic and potential enrollment, problems and
- thé likely severe revenue constraints expected to confront higher edu-
cation in'the next few years (Schmidtlein and Glenny 1977). .
Timing problems are not unique to institutions, s Schmidtlein .
and Glenny point out. The time available for ah analysis*6f budget:
requests by postsecondary . education. agencies, governors' executive -
offices, and legislative staffs is ext ly limited.  Problems in this
. regard led Schmidtlein and Glenny to conclude that. - VR

._1;

budgeting. generally "appears to create more

longer time frame for institutional ope-
rational p | sraccdtiral; v id for state budget

+ agencies, than it solves. in- increasing atientiven to emerging prohlems -
(1977, p. 203). T B ' -

annual, rather than bienn
_ problems .z it of

The problem is particularly severe when states decide to change bud-
-get formats. ' :

New data and data structures often require the design of rrew data col- - | A
d y expensive. . . . -

cars to regain the full

n.’scrvices after a state:
5-(1977, p. 183). '

lection and accounting ems: such chatiges are
. One president noted that it took his campus th

usefulness of its routine aceountin

cation is. therefor

_ ic ty, “overlapping activi-
tie d,.in spite_of the length of the process, difficult-timing prob-
lems. I’is continudus, with ‘no apparent beginning and an unforesce-
able end. Nevertheless, it endures and is the process by which post-
secondary educatjon obtains the resources that enable it to endure.”

The clevelépment of a budget-
lengthy process. “it is complicated byHinéeértai

i
=
R
-
t=i
o

xCDﬁStruétfrzg the Institutional Budget - S ,
' Typically, institutional .hl,i,dgt‘:t:pl'_&p tion begins at tlig.depa‘it=’3
mrental level because it is through ‘the department and ofganization
of departments that the university delivers its academic programs. e,
" Inthe traditional approach to hudgeting, ‘each’ department prepires |

its request on' the basis of necded increments to contifiue to perform’

or expand its role, within the institution, These incréments may de-

‘rive from such factors as anticipated enrollment increases, desires to
_ decrease teaching load, or efforts to enhance the pr ige of ‘the in-.7
# . stitution. ‘Breneman found ‘that important. distinguishing character-’
' istics of different academic departments. cotild be explained by con-
“sidering them aé:sr 'fprestig&maxi\mizing firms” (197\); - ' . ,
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DfEssel and Sxmcm hﬁWEVEF argue th*it “as a general rule inequi-
ties ‘abound in dép‘irtmental hudgetmg fwuh‘m the un;'ei’sxty” (1976 '

- «.p. ix). This belief led Dressel to a series-of studies (Dressel, Johnson,

" and Marcus 1970; Dressel and Faricy. 1972; and Dressel and Simon
1976) that provide a. comprehensive examination .of departmental
.operations and budgeting. These studies brought Dressel and Simon -
to the conclusion that the traditional mode of simple incremental
budgeting at the department level is no longer appropriate. '
¢ In the first study, Dressel et al. concluded that * hé universities .
and departments within them are out of control” (1‘370 p. 232), In
the second %tudy Dr;xsél and Faricy inncluded that '

- -

most faculty memhers and departments scem- to have operated on 'thc
.. principle that what is' good for them is good for the university; and,
: turn, the university seems to have operated on the principle that wh;tt is
goad fm“ the. university is good flor saciety, But, in fact, what they per-
ceive as good for the university is not necessarilv m::ded L\x wanted by, .
or gnm:l for 5{321&1\ (1972, p. IFH) . )

On the basis of this study, Dressel and Faricy assertéd a need. for plan- ;. -
ning and coordination at-the state and national level. They -also
fﬁmrcd [hE mtmcﬁlctmn c‘)f cgmtramts on d:'artmentq that w0uld

In’ the third study, Dreasel ;md Smmn exammed the ‘pfqblexﬁ of _
_ c:cnntrcxl of départmems thmugh budgetary proﬁedures (1976 p. 3. -
to ]’E]R[E 1;5;«:t1v1t1€s and Db]éitlvés to t[]t: gaals :md Db]EE[WES gf thé
totgl institution should “be ecstablished; that procedures are needed
to permit grouping of departments in terims of variables that provide-
an EE;Llitable basis far departmental funding, and that “a complete
annual review and evaluation of each department and college is
"highly desirable and . should be planned in such a way that
51rm]ar departments fan liDrﬂpn‘Ed across the university” (]976 _
p. 112). They also dese _everal analyncal techniques, such as™ o
clustering”similar departi . that can‘be employed to better under- ,
A “stand the functioning and ,_cmn‘lhutmn nf the departmem within the
university. : '
Thnug’h the 5:‘1(‘]1[10[131 i

¥
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ilding to ‘adopt

4 majotity of, institutions, considerable preisure is b

“other approaches. Dresscl and. Simon effectively establish the case

for internal purposes.  But there are external presfures as well. Pres. .

d thit “in spite of a growing aware.”

cott, for-example has maintaine

":ﬂess‘cjn the part of the university officials of the need- for reforms in
college and university budgeting, motives: inspiring management in-

" and planning bodrds” (1976b, p. 20). Accepting this as an environ- .

ordinating agentcies” (1972, 'p. 160). Th

novation have been less a response.to inner Mecessitigs of university

managemment than they have been a response to the reguirements of -

. the external world, most potably, the state legislature andsgtate co- -

~Observation is supported by,
‘Glenny, who comments that “sfate pressures for’ better ﬁul%; ‘
comprehensive long-range planning are. undoubtedly going e
from the. politicians and will be. directed. at the state coordinating

mental probability, :Gler ¥, goes on to maintain that ,
an aggressive, realiétic-p]éﬁning mode is' the best defense against: impo-
sition from without of roles and programs for an’® individual institu-
.tion, ., , State plans can then support strong. in: njgign;l plans rather
than initjate models and procedures for imposing state-conceived -prior

(1976b, pp. 20-21). . R

Fzzftie:ipfmts at Iﬁ;‘zftzztirjn:i’g' . ' .
- "On the matter of preparing a budget,”  writes Williams,*no -

- rﬁagir: is involved. Budgets are put together by glépanmem;head;
.deans and directors; analyzed and refined by appropriate vice-presi-

dents; reviewed and commiserated over by university and college

‘budget officer, or perhaps the business vice-president, who administe)s

presidents; approved by governing boards; and then: brought to the
legislative group for study and action” (1976,. p.:2). Simple- as this

Process seems, it normally takes.about 18 months, and there issmuch

negotiation, and many conflict.ridden issues arise along the way. "

Though the preparation of the academic budget focuses on activi:
ties at the departmental level (Turrisi' 1978; Lawrence and ice
1977; NACUBO  1974), the chief executive officer, thé: president, must
Tetain the final responsibility for the development of the budget and
for its transmission to the .hoard of trustees. He is aSsistéﬂ?by'tl}e

the development of the budget by establishing: procedures and for-
‘Tats, pre}aares &iigion packages, and manages the budget prepara-
tion process (NACUBO 1974). Though -the academic vice-president
and business vice-president play important roles in the development

o~

of final budget recommendations, it.js the president “who must .

finally resolve conflicts, whether between them or involving other
service - functions -within the institution. L :

68 ) ‘ } : )
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" Final au:honty for budget *appmva] hawever,fr ts’ with the in- .

stitution's board of trustees, "The board must be assured that the e

. budget represerits and supports’ an educatiomal -plan consistent with

the overall institutional goals. 'In the case of pnvate institutions; the

‘board must be assured that any proposed deficit is c‘:gnsns.tent with
the overall long-range financial plan for the institution. “The board
“should try to remain removed from the internal development of ‘the

budget, however. Matthews states that “it must be’the president, not
‘the’hoard, who, referees allthe academic .wrestling that goes on in-:
ed at [hlS time’

side’ the institution at budget time. A board mvalvﬁd
will create chaos” (1976, p. 66). ~ ‘
* The diﬁuse parnclpamry nature of eduiauanl

tion, the Association rof Governing Boards of Universities and Col-
leges, and :the American, Association nf University mecss’grs The
statement. rnamtams; that ; . i

I = BT < R = - . . ol
Ths a"ﬂcaiinn of resources ‘among competing demands’is Yentral in the
forma]_tesponsibility. of the governing board, in the administrative au-

T

ﬂmﬂly of the pfgsldéﬂl and in the educational funttlﬂr? of the faculty.
Each component “stiould therefore bave a voice in the determination of .
short and long-range priorities, and cach should rcceive appropriation
analyses of past budgetary experience, reports on current budgets and
expendnturt:s and short and long-range budgetary prnjcrtmns. The function .
sol each component in budgetary matters should be understood by all; the
allocation ‘of authotity will determine the flow of information -md the
'.scope nF parlmpatn‘in in- ﬂcc:smm (AAUP 1976, p. 57‘1)

L ’-'.‘x

To further clsrnfy the faculty role in *budgetqd and“salary”mat-
ters, thE AAUP 1dnpté, a farrml policy on- Ity -pfirtu::patmn

m:m" (p 17]) The p@hcy St"itEl‘nEﬂt Eur[hér suggests that. ndmdua]
~ salary recommendations be mm*i;ed at_the level of the departmént
school, “or' program, whichever s the smqllegt apphtab]g unit of
fat:ulty government. o . SN
Tt is quite common for the presxdent to use a budgetary mrnmlttec
ih the development of ‘the overall institutional budget -(McConnell
1957 Kendrick 1965; - NACUBO 1974) And it.is equally common for
:he hcul:y. pnrn'mly thmugh lhlS committee, to sxgmﬁcant]y con-

j . &

S hudg&tmg is re- -
Hccted in the 1966 Statement on Government in C@llega‘; and Uni- -
‘vgfsztzes jointly fﬂ'mulated by the. Arﬂenmn (;Dunml on  Educa- -



L dn t_r}se institutions whéré’ﬁe facultx has much’ p@wsr, :
r ‘may be little n mc:fre than a ﬁgurehead L :
ubli¢ institutions; as the b‘udgec magﬁbey@nd the msntuunnal
"rmng ‘board, a variety of other pzxrtz:npams become: mvalved in
budgezary process. “Weturn. then tgo an examination of the issies |

ks mva]ved m the review of pnstsecandany gducatmn budget; H“ J

S - =

.. State-Level Budggz Review : . ,

~ Those ‘usually involved in budger review at the sn; ]ével”;are'thé

- staffs of state pastsaccndar} ‘ediica gr} -agencies, staffs ¢f the: goﬁérnﬂrs—
g- exetutive budget office, and legislative SfEEZESSDClatEL -with authorjz-
ing or: appropnatmns‘“ cﬂmm;ttees,_ﬁqwev , ‘the nature of theif in-
«' . volvement and the extent of their participation: in-the bud retary
process differs. 51gmﬁgantl from state 3 state (G]Eﬂm 1976b). Par-,
ticipation -at t} state level is a f%mon of and i Eﬂt't(lﬂed after th

L ibution of zmtlmruy fcxr,fp sccondary f:clummﬁn “In each state,:.
St this ‘tha ‘evolved over time and continues to change, semetimes Fram
S ye;g to- y‘ear Nonﬁthelesq there are: imﬁl’ﬂf:l} issues and concerns

i

amgng the st"EitEs B :
Most 6f these issues. were xdéntlﬁed by the study nffstatr;* budgﬁtmg

_ for ‘higher education ‘conducted by the Center for Research and De- . ,
o velopment of Higher Educatmﬁ;t’ﬁ'ﬁl‘kél@ and directed by Glepny. . -~ .
**  Glenny concluded that “ne- 'phenomanoﬁ found in- Studying state - 7

budget practice seems hkely to "hﬁve as much impact on colleges and
'. universities as the grnwth in TlurerEr 51?43, and" prgfessmnﬂ rapdaty
, “of the legislative budger shff’ :
we e fréasedqedundmcy :
- tion-among" staffs. the.4
ment,s on 1nstust1an§h§’nd

Rédund‘int budgét révxéw 1% .
tem i?f checks *md ‘balances. is'a CDn%tlthanaI é
ancy -Thus Dmr,,jmids tl at “tl
; 'poht‘y’ issue or onc¢ of 1ts*’-ph15€s s the more’ rédundi‘gcﬁf
“shbuld- be provided as a. way to. rmmrﬁl?e the mk DF mﬁtqkes" (1958

p2n e - ,
4 #We are indebted to Hans fenny for this’ r::mmdr:f nf the reeal m:ﬂd He pmﬁtr,c!

* without rcspnnsxh;hty' that some faculties exereise

" out tHat the quasi-legal "pow
: s-a biirden on the chicf executive officer that he. or

in the budgctart proggs. r)l

"+ she cannot fully Cnruj with and. as a i:ﬁhstf]llr}ﬂr)c introduces dxfﬁcult gccnnmabllm
dsques, AT . .
* 1 .', = . 3 élv V‘
T
Lo ol ., : .
L Y.L . m= i =
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f ek ceutive and ]eglsh‘twe branches in th, i
, 1t oécasion approached 100 percent, hcnve:v I
at pmtsecﬂndﬁry education agency also is pmn;;patmg inthe repvzsw
“bldgets, the problem created: by the overlap is fulther exacerbated.
erefore \''given the Cﬂnstltutmnal pusntmn af the EXEELIEIVE and
Iégilative, furictio -Q
Certain rhatters ] S

ak ,1g Ehlrd }nrty stitu% in"a ﬂw}party war.’
' Glenny argues therefore that the state pos Eechdary education agency-

Should move away from "its most prized. function, budgeting,” and di-
~rect more of its resources toward planning .and policy, SELIClIES the,
ﬁevE]apment of information and management systems; program re-
.-view, and an analysis of ‘budgets in relation to- langrﬂnge plans and
policy analyses (1976a, pp..1438, 145)

Schick-points dut that *much discontent is a péxmﬁﬁent par; of the
‘budget, process, rooted in its bargammg/mcrémental mode, -which re-
quires the partlclp'mts to -play adversary roles and. each to yet less’
.., than he wants” (1971, pp. 167-68). This observation ‘is remforted by
o -;. Antan, who'stated that ' ‘recognizing ‘the strength of built-in pressures”
. (of operating agencies) to expand-budgets thf:n“*arld believing that
these pressures will be rEﬂected in_budget requests, -reviewing aﬁicials’
+ . naturally see themselves as cutters' " (1972, p. 100).- Taking into ae-
"count the expectations that are assncnted with “certain roles in. the
budgetﬁry process, and given the’ ‘inevitability of conflict in .the bugd-
‘getary, profess, can” Rtritegxes be Emp]med tlﬁt he]p to rmnirm?e dis-
_ content? g . 2 . . g
Eudg‘emw Stfatf’gzs-f ‘ : -
- Several strategics. for enhantmg budgemry perfnrmance are sug-
gested th the llte'l'ture At the dEp‘iftmEntSl level, Turrisi maintains
‘that it is lmp@r‘tant for dep'\rtmznts to justify thexr budget requests.
on the basis of the goals of their college; further. lip the line, the col-
Isge shuuld try to relate its goal to overall long-range institutional DI}V
Jemvés and goals (1978). This should bé done, Turrisi advises, not
only. in the context of the budgét request but throughout the year.as
~well. 'Effective. communication between (lep“ﬂrtmém heads and deans -
regarding meeds and: plans is likely 1o minimize.confusion and mis-

S unde 't"mdmgs at budget -Hme, ST N

Settmg asnde fpr the morne_m caﬁs;dsrnmn of whethc:r ;EEEEIZL‘VE
analysis provides. insight, and aids .decisionmaking in budgeting. the
m!‘ffa ethence of imlyncdl backup lf:nd? ‘redence to the legitimacy

oo S ya 71
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al backup gives an -
fidence among re- -

~of the budget requests. The existence of analytic
impression: of effective management and inc
viewing agencies and appropriation -commifi) at the budget- re.
[quest is justified; thus, in this instance, form Wikscends substance. -
* Anton suggests four rules for Preparing and submigting budgets: "

(1) ‘Avoidirequests for sums smaller"than the current appropriation.

(2) Put-as much as possible of the new -request (particularly- items

'« with top priority) info the basic budget. -

(8) Increases that are desired should. be made to appear small dand
_should grow out of existing operations (the appearance of funda- .

. mental change should be avoided). T ;
(4) Give the Budgetary Cémmission vgéme_tﬁing to cit (1975, pp. 208-

- A caution to these rules is provided, however, by Wildavsky: “If an -
agency continually submits requests’ far above what it actually gets,
the budget bureau and the appropriations committee 16se confidence .
in it and automatically cut large chunks before looking at the budget
in detail” (1974, p.21). . o Gy

Research"by Leloup and Morelind (1978) on budgetary success in -
federal agencies do€s not ‘support - this advice, however. Assertive..
agencies — those- that ask for substantial increasés: in their budget —
experienced larger cuts in the request (partially because their request |

... was so grenf) but also, received larger increments in the €ventual ap-

" proprial than those agencies that’ made more modest requests. .
"“The ‘notmal’ strategy of ‘modcration posited by the incremental - ",
theorists. is more’ myth than- reality,”: they write, -“The strategy of . -
moderation may be desirable for agencies seeking ¢ertafnty, stability,
and high support of-theit initial request, ‘but it-will not lead to. -

- agency'growth and may in fact lead to agency decline” (p. 239).. As-

. sertive agencies are those thai . can generate public support ‘or that.~

- . have effective. advocacy relationships in’ the executive or. legislative

branches. "The key to budget growth, according to these agthors, js ™ °

«.  to'"attain a position of political support. (with support inside' and
outside of government) to justify a large increase, ‘Don’t come in too

high' is poor advice for an agency wishing to _receive more money; &

.‘come in_as high as you can justify” would -appear to be bettér advice

- 'based on the results of this study” (p. 289).° oL
~ The: need ‘to-be_politically .aware and fo formulate budgetary

» strategies accordlingly is reaffirmed by Schmidtlein and Glenny; "

-

e

'11 ) . N - o 7 . . - i . o : Pi.i v . .
7. Institutions elearly need to be more aware of the economic, demograplc, ;. . -
" politleal, ‘and social. context 'in ‘ which thev are pursuing their budget’ . . "«

K

ERIC

Aruitoxt provided by Eic:



ahjeetivzs. ing, ,smmy h‘:t e:mérging e
C wh:n, far‘mulatiﬁg nd defendmg budgets (19‘77

[

T he budgetxr'queit c:ycleJ sxt&nds over a 1@1’1& p&rnt}d and mvnlve;‘:s
TE 'man’y different participants 1n§ -:_cnmplex srategi ccxmxcierailons
) ,Thcmgh‘ there are no easy: fmmphs fnr'raﬁre successtal |
ini ‘this cycle, we concur -with -Glenhy's. gb;ervauarn ‘above, that th
best. defense is a good def T(?_.the ektenc-that a (iep IltEﬂla
- chairperson is able to-a It X bjectives a:\f che depart ent, to.
* explain how’ these Gb]Ecbﬂrgs relate to the overall ‘goals-andudirections . -
_ “of the institution, and to dc:cumem the service provided b? thede-
R ipartmént to the oth ;'-'departmentq in the jnstitution, the budgeres
U quest cycle is likelv ‘to_be léss um:erhm.;lesq forbidding, and moxtre: "’ )
iwardmg* Iﬁ ﬁpl[& of Aﬁmﬂs rulcs a blldg'et d&velnped in tll‘us maﬁ- S
-one- lhat 2
a strategy -
,cirhy, thrnughg.

S

.gehe-‘a on the Expectanon nf mcrem
T s Mot easy to |mplemf:m c:f course

‘iTlEhEEd bud
'f& cess in the bt dgﬂ request cyde ' B _

'The Budzet d?[ﬁmt;an C.'ye:le AR P o
e Reeve:f. has abserved R Hﬁ

Gng ::F the pefs:stcnt ﬂ“ths of ai:aﬂ{‘ﬂ‘ua is that !Vei‘y' g::mrél admﬁisgﬁa
“tion has a secret- fund which, Tike the widow's meal bivrel ghat nuu mhgi
" the prophet Elqah is both inexhaystable and selfreplenishi
~ Many faculty Jmembers and “most: students seern to° have :ll‘iL‘Emefj thu L
K © myth impligitly. . . - Unforhumately, this popular~ rm:}\ is the giitErESl L
. - Tfantasy, The. resources. which ‘come 0 dn ingtitution are ;ndaﬂ finice,:
=% . - often are’ severely [finlzed, and never .are. ;ufﬁmgnf tn rneet [fiﬂ gL
: T Eumulated .demands upon them (l QJ“? p 157) . . ©

L

L) N EY

?rfqnemly the ’lmmmt “of -funds’ 'llhcated tp cfhe 1n§t:xtutmra reweal;-
the natyre of this fantasy. - S

‘v The budgetfrequest cycle f;nds whén th ,Egisiﬁ;;lifé p1€5e5 theap- |

_ pmpﬁatmns bill for higher Edumgmn The nature "of this bill \fan&s o

comsiderably. from state to state. ‘In some states, r;l% appmpmatmms Ly '
th

. ,are p}rav:dzzd dlféCt]y 1o - ‘the msmutmm through' - the apprx?pn*almn
..le . s AT [ M= S
i v IR T B : T . Sl e
e : - R - = . . 73 .
* ) L -
-8 A 4 S 4 : i é’i 3
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b;ll In Dthet' states they

alloiate I‘ESDUI‘CES ', msntungﬁs [ "snme states, they -are %1l

executive budget”office. And in other :

‘| are allncated'=t_ rough thié state. posts v:-ndary educatm;; Aagency::

. mon tQ ‘most ‘states,- however, ar ]Eglsl"][lve dlremves attaeh d 1
appfopn_au_cms bx]L_.-,_.;; SR

¥
a7

: ngzsldtzzfe I}:rectms: _:
. . EThESE dl

: int ,In spe_,,ﬁc aspects of hngher

They may expxe“és an E‘ipECtﬂ[lDH
g‘tultmn tharges T‘heY frequentl o
be éstablishied or that -are %ﬁe 1y not fun by. thé T

e

1.*. They . -provide spemﬁt ingtitutional “or - campus- al. -
I ,afgets for system appﬁapnm;gns And LhEy are. used for -
27 avariety of otlier _purposes. - In -Floridz 2]

prgpﬁancm bill for “the umver i ’es@cémaﬁ ed IT]QIE thgm ?FCS ﬁdér’s, L

"atxﬂn sﬁummum locati 1s* .
té be prm';ded tc: ]Eglslatwely f‘wnred projects, reinstity '
“Eac;t hook” “on h;gher education, and the dEvel@pi‘nent af a
1nfc:rrmf1cm system (Flonds Leglslar.ure: 19"78) '

- IE dunng a parti
Emerges involving a.
pc:lstse::npdary E{luc:-umn agency one I‘E‘SUIE c»Ften is
~ Propriations bill that expresses. legislative intent regﬁrd! 1
“ticular issue. The idence qf riders seermns to be on tH
and they “re frequently. récr:trded as, invasions pf-ins 0
‘Jﬁgative’s ‘A _parzicular source of. frustration is the. fact 4
states; the ﬂpératién of the conference committee is suc
' :ar%seldgm debated: in- CODEE‘I‘EHCE jlot subjected’ ta,
(thé rEspectwe, apprnpnatmns COH] m;ttee, and almﬁ'ﬂ: never quesﬁgned
in final cﬂnmdemncn by the*full Ieglslature, &ndeei rlders nften are
‘zhe légzsl‘iuve equwalent ﬂnf an executlv& fiat.: Pt

=

coL#

: "E'xé‘fﬂtf‘:ﬁ‘ thr:";EEgrgatrz:e Allamt:arz Vo L
A Once the A%p.mp ations Bill is passedgthe nllﬂcqunn process mgves -
fEll"ly rapidly, Thn\igh the governor's 2 ice s’ the fc»rrn’ml ex;cutor af

-J_' _ léglsi"itlvg1ppmprr~mﬂns in_me .state% thg gnvernnrs -executive .
’ bud;{;ﬁ oﬁice plﬂys a i‘ﬂhtncl} small rrgle An thﬁ stage Df the’ allﬂc

= . L : IR | ) . . e R AN e -
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o elements_t:f t;"l!: ft:ri‘nula Seldcm,_though is there ]ust a sn'nple ap=

O the formuh to, ﬂEtEl"mH‘lE spemﬁc apprapnat!ons fDr in.

a

S ing. theu‘ épemﬁc: mshmnorial alltxﬂgons
' spemﬁc lnStitut ml I‘LEECIS and. r;qulrem rrts :

agginst e??"***%
ge‘t@ bE S

5 _ Sl

q‘hErEﬁ'lSll‘ldEI‘ is usua]ly ﬂs strlbutad to VICE presndems or college
8 deansi depeﬂclmg on the grgamzatmn DE ths mstltutlcm, and "of?en

par 6). .

g§ prnwded to the udeg ftments am‘:l-:

»n:e pmgrarns mn ll’E wgt ) asssasmént £pmgra matlc need, B
gllrnent ‘Eactars, aht spe«:;?gqu&sts for hew prop ﬁnmatn@aacn - -

: in®an mcr::m_c_,_ 1 ﬁpproa:h Eas&d on ast years hL;

) ; - S 2 -P' :
mteFESn g all Drﬂ del pnmqnly used by, thaugh écmv. o
nited to, somme, pll\f"(tt: msmuncms is dESCleE'a by o
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5 and Van Horn They dEscrxbe a pn:ﬁt x:eﬁ er’’.
ngux*ceiallacatmn system in whu:h L

. COTE 1;‘}used by the mbumt to pay its own difect. pet
_ tq purchase from dther areas of the unive 2
g o * "The behefits [QE th:a mﬂdi:l] generally |
Y -+ . more mfarmecl

- JHrrisi argues that “in l:heory, a reallocaticm of . resoyrges shoutd e
. oceur and track"“enrollment shifts and priority changes; ' :
'major fEEHDEEthnS of resou s seldom occur” (1978,

1 epnt of the university's funds is usEd fr:ir
. salanes and ancther 10 Percent_' is devoted to _unco L

. fuulmes Mcremrer, of ;he remémmg ]5 per::ent. a. largé pbrnon

“-must be used to prnvnde ‘base- leiggl suppm;t'for small - programs er\;

£ mllment The resul, -

. -programs tha Are “experiencing. dec:reasmg
% Tu'; .i'mamt;i ns, is’ ﬂ;at the reallocatlon of rgmurc s, in the amms—-»

- phere teady- state- pr der:raasmg o “-
bsléwarﬁpai‘nfwr . T
: 'pmbl‘g s faei ;g,- gher edw:atmn in the future, :
Ce missio as nonetheleL focused on ‘the.née ,ssnty oE |

ﬁghe Comm §5mn recommendé six’ stmtegles-’“

. - L T : i“ B
ns{. of policies® that - wxll f hieve this- gt:ial [rcallﬁcauan]”
gfrom inslitution”tb msm 1] but mayell i

fy' cuts, (3) Eﬂﬂf-&lldahﬁﬂr' :

yDgTa 8/ ('-i{ reaqg)tmn nf exxsnng pmgrams,.(&) ‘every tub. .

7. on dis mm fottom,” and (6) central: ‘feassignmént of p@;ltmns vacated. due,,'”. :
tcx _é, ik cm rsnﬁ‘u:nt or dcaé‘l (1972; p- IDE) e S

. - '-‘b':

aE he tlm% budge“i tar] eg argﬁnally perxded to the indi v\i&u:tl
departments, the’ fiscal .yéart.has_ pi‘ob—' ly- alreddy hegu i
beginning l}qiazademlc ygar is J" (: amund the: corrie

, ¥ K0T respausn 'ﬂnty (19'78
\ p; It js nor. passzblef‘"m wait iintik, ugust to findout ahe _
——%.;'al cc;'nén of a new, .position zmdzefﬁz firid someané to ﬁH tHat posz- 1.
. ’ tion. by ithe begi nnmg of the acad r?u: year.* Slmllarl graduatéx : J‘
‘student positighs must be filled befar
: btamed Thu} vice- preﬂdent% deans, an

ﬁﬂshl ppm]?rmtm 5 are.’ »
é’%ﬂpartm P?chégt;persons '




amty, and necess
adernfc adfn%mstramrs Adf to thlS i _ negltah]e mnﬂ ict
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Pgstsecandary educatmn w;ll confront rnany difficult challenges in
“the- years ‘ahead. ‘The costs of dmng l:usmess are likely to continue to -
 increase, making it more:. -expensive for students to attend. Fewer -
hlgh=5c:hml ;graduates will be available for enrollment in callege"snd
S ar-consequence, “institutionss will tryto. find-ways. tosérve other
) lcmds of.students. Competing demandgs for other social services com:
v * bined-with ]:assxble revenue reﬂucuuns madé” by . our mcreasmgly
‘  tax-conscious society will make it ‘more dlfﬁtu%g:tﬂ jusnfy continued -
budget incres forya countability 4hd cost reduction are
- mnot-likely to abate. As these | ressures begin to be felt by individual
o jaagty ‘members, the trend t ward... cc:llectwe barframmg in hxgher _
C ; .edu ation can be expex:ted to i crease IR

gegmg in ps:stsecondary educatlon is the ‘predlctad erlmllm,nt
* -Since an’ ‘enrollment ‘decline pmbablywﬂl mean budget de-
. creases (at-least_when exprt:s_r,ed in constant_dpllars), how ‘might” the
N budget planner fespcmcl? Thé most ‘omm _n;Lyﬁ du:l:ed reactmn is "
« .~ resource reallocdtion. But the .:hxms of-propone
genng rl‘thu:hstanclmg, Amr '
yet hacl to make the large/numbers of. raallaﬂtlop d “igl s thathll
e necessary if the pro]EctEd’s enrollment I‘li‘ff\(é 1 I
ZBB § discrete declsmn psir:k'm'es ‘are- uglil
25365-0f the maggjxtucl&
“"“that xﬁ!egﬂt&s phnmng and ,butlgenng i
: qu‘ch s PPBS, most’ Jikely will semerge, sihce
fﬂl’Cﬁd to substannally chang‘é the:r mstxtun

5

o y ' bucl’get{‘—
‘4 I wrtua]l%:ll_ ;:sntutmns we expect to see’ ‘much azeq
fided-te appmr]tmems pagt tlme asmgnmf:ﬁts




<,

p plannérs in .:l] 50 states E(whll have t& éonte

T%

e

Iem Bﬂ! they also § puse kirds of pl’a mg a
lems: ~We have descr;bed‘stl? dilemma i%e acadey ic and ﬁnanc:al
planner- faces in 1wardmg cademic credit for neiw forrns .of edu-_‘
catmn:ﬁ “ICU‘,VI‘LV On one §2nd, the. budgéteer is tefhpted ‘to-consid

- such_work equivalent .o -the- college’s Emstmg program, so thatit: *

~is ngged, by concern that the “academic enterprise will be under:.

- Of these that h'n'e, even fewer have comesto grips Wit 3
fmy amprehﬁnswe manper., NDE s;urpnsmgly thE rnc:st hkely sa]u-

"?L;’;gé{i::ie; -,

'urrent 1s:ademu: persq

udgetmg pracl;lce 1% esge::r;dly
V\Tlthm 2'7‘ \daws durmg' thefsuriimer of 1978, -California academiic and
ﬁnanc:al phn‘ﬁem had two: ,_ccountablhty remindgrs—the -Bakke deti-
*'sion *md PIOPOS!UDH 18. Thaugh the, direct impaet ghpboth was‘in a’
¥ 3
smgle state, there s - dittle “reason: to" doubt tbagyhlgher Edutatmn
ad-with ,this kind thhﬁnge
t oder the ccﬁ& ,&‘ﬂde Taken together,,

- in the sﬂclal efivironmen

“the Bakke decision and PrDP{jSltlDﬁ 18 Phce the. pastsemndary edu:a=

“tien aifmmlsq ator in a quzmdary H& is at once bemg:r
new s fV!CE‘s to new. p::rpulan {
3 er:eaaarz to live w:thm
ing’to hvl{mhem@ . ,
more . xeah;-tu: f“iSEssment however mdlt'{tes t‘he prc:gnm fmd
blldgﬂ&?[”lﬁﬂgl’“{ nll Have m a:ope with hath’*af these competing pubhc
neg 1 ilm ifemmds, ;md W!Ihllllt spéclﬁr: -pahcy guxdance :
Cdllgctwr Bafgammg T e :
“There, will be other Eunﬂmtmg pre

:the budget planner in
1 = the yeprs 'ih&'id Thé emergence of . t;c:lleTQve bafgamm sthe dé- .
'\, mand of employee | ﬁ‘rouljs probably* wil

be.in_ direct nppos:t:cn to. -
the types of personinel practices needed; to be: responsive to. declining
Enrollmem‘n and new student ma‘rketsﬁ ‘thllE these condltlons call for-

" the grea:est ﬂe:\ubllxty pr‘;lblE in far;ulty md ?éff (:ummifmems, cols

oo g

‘2- mlgh;,be eligible for state funding; on the othér hand, the’ budgeteer. .

Few schools hav faced this problem on any 1ppr§c1’ble scale ’

and:tht‘! nse’ cﬂ' mstru::nfmal persanne t tradltmnally qua]xﬁed) dl .
o rect-lyecanﬂlcls with most

| J:

&




: ,rgsmmg 1.5 thi;*t

% ﬁuil naf-_d to be'l

l

o Palzt;r:s and Afmlyﬂs _ . i

" The co:nplexlty and; canﬁ}ct mhe{em in’ thEse/xssuss 1ssure ‘us th 4

. there will beé[m Euy,résa’f’utmns It is' probable that enhanced.an ly- .

tical support for Lleclgnnmwkéng ‘will be regmred and that budgeting

wa be concerned with value-laden pmbléms And so ?he debate sur;

L augdmg the Eahtu:al and LEChﬂlidl dimensions of hudgefing) [hgugh
R frequcnt ' }ztrtlﬁcml and ElD[hEd in-hyperbole, is not likely to diminish.
In(:rE‘lSlng dem:gn:!s for social.- wcduntablhty and the pr spect of

S

ocation, thE EV*llLl'ltan Dfﬁthé ﬁn; m:ml 1mpact
ts, ari? thE negcual' of !abm‘ proposals will <

S l;mrl and techmcﬂ ’im'llysls ﬂndn.gilppcrt will. _be »mportant, therefoke,y
s *'lﬂd some decxsgcmmikers w1li ‘value one npe qy iy rhe other fii- re;chm
: mg $EE1515n5 e :

T Budgstmg heary aﬂfl Rsfarm T

tztut;ﬂ,ns‘ —;j
E;;IEV
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o be leatned from ‘our review of public: -
'~1dmimsu‘atmn budgetsry tory, it was tha ‘yeform takes a long time : -
"-and that the brgad reform has many ma’ ons in‘specific budget- = .. -
p\annmgﬁapprosthes Usmg Schic €] fk to describe the con- ¥
e . trol,’management,and planning eras of Bagdg¥éting, one must conclude
F " ahat’ the planning era is'still relatively young -1 the quarte century

'iaverage life of both the control and-thesgir a_ggmem eras is indicative -
- of the life expectancy for thg, planning’ a, it'is only half completed.
.. - Thus, to assert that PPES.is, dead: or that ZBB is already dying -may -

g bev an emmplé of not seeing the forest for "he ‘We may well be "
the xm,ddle Bﬂg mu;:h larger era that__wﬂl be known for its

"stsecondary educatmn is lxkely IO si
. how thangad will it re:ally be for the’ participants? W}ll'

. '_the four -points of" contention that ‘We have idEﬂtlﬁEdiparllf_lpaElOﬂ, .

_ ation, equity; and mfuﬁnatmn—be Endurmg 15%5,125? We be-*_ E

+ ligve' that indeed these concerns are endurmg ones for" pQS[SEEDnddl’}' :
Educatmn budgetmg ami ,,j,hat regardless of what the next- several * .
' Elllfld famxhar e #

i

b R IR

MDIE than most - ether types of social m’gamzatmns, calleges anfl

universities bave practlc::d a relatively participatory form of b dgetaﬁ

‘ demsmnﬂhkmg And partickpation_has always been a major yource of

... . contention within the educational enterprise. “The next 20 £ars are’ Y 4

o VllkEIy to see this'debate hElghl‘.E!’lEd The’complexity surmundmg tl% #
o "c:ai!égef' and its financial condition is: bEcommg so great that it.deman

, stmngﬂhanagzment DECISIGHS wﬂl rieed to bgﬁlgadg more—rapldly and .
N, niost partu:ipatory Iorms_

. fﬂl‘mﬂd déx:lsmns and a dei

: :‘m a small, central, admm trau'; ,
_decisionmaking therefore will contigue, Althaugh the rol

, deésmﬂmakmg has been llmlt6§ thug far, the ympac

dltu:m of @ bé:yeis (student a) market]i hE w;sh,s}: s X the s;?r

‘;‘

L will lEkely bertteard #ore frequently anid¢mare. forcefully m the
ing yésrs “Why e jt.is difficulf to deter mthlch of these farces may
prevq it is fairly certain that koncerns over ¢he type .and dEEI‘EE of ,
mde <5 le pdrumpatmn in budgetary dem%mnr{mkmg wxll _continue.




:Céntfalzzatmﬂ ‘ ‘
Somé state systems uf higher Educatmn are nlreagly preparmg_fur the s

- _enrollment squeeze of the 1980s through cerntralized-master: planning

, & efforts, They are trying to- ieterrnme from systegnwxde offices, whicl

. “institutions have legitimate ¢laims for. which kinds of students, in thi

_ - beliéf. that only prior centralized planning will prevent. Qumght war
¢ . among msntutmns over students: ‘But.this type of action. is conting at
-~ agime when m;my social observers are sensing a growing dISEnChHﬂE-

. ment w;th large ggvemment Indeed _this has been a strong issue in
" recent state aid national Electmn,, n _topics rmgmg from water pahc:
Cete education spractice, Similarly, educational plannery are moy
more aware get: the selﬁ,défenmg features of centralized cont
are interested"in. finding ways to increase the ﬂE‘(lblll[y of insti
executives. The c:hsl:{ hetween “‘Ef phllﬂsmphxcal vxew; wik
gnst for clebate er m1ny }E'U‘S to. come.

. qumt;vk ‘ L e
o We defined equity in’ hudgetmg as the provision- (Jf sm‘nlar re,_ £
~uwee-: for similar nEEdS' whete these corﬁp(‘;’lmg figeds m' ht'be among m-
P dwxduals, among programs wéiun an ms tution, or *mmng ins 1t-u"':3
v tions wnthm a state system. . Toflate miost _;rts to measure similakit L X
of rieefl (p'lmi:nhrly at the programmatic’ and, institutional levels)
~have been based og f':urly ¢rude workload measures, such as the num- "
ber of students by ihscxplme and level: This operational deﬁmtmn of
equity -is certain to be challengéﬂ dver the.next decadé. Meager ad-,
:v.;mces in the understanding of tl production function in education
" suggest to teclrnical analysts that rone-to ‘one eorrespondence between . .
students .and ‘resource néeds i mlSIE‘ldng Various' approaches to .
,meas%rmg the Ecnnnm) -of:4cale 1 henomenqp and incorporating it mtéiﬁ
-.budgemry practice are bemg proposed, ‘The conditions of the next'
aje likely'to. lead to evén Gnore fo 'damenhl Eqmty questmﬁs
F(::r mstanc‘ég stiould-the similarity of need b
©the number of students (thmugh an écnnarﬂ' lsc le tEcﬂlmque or ‘__;‘ -
' théﬂ\nSE) orjgk datermgning the empluyment 0 ’g:itmns'nfrthe msf
% it$ need nof to dismiss It hg-term e ‘em)
Thisytype.. dE dgbne.\an be expected to %cﬁv especially mten
g - - institutional levely where budxrétary flexibility is #nore™i
_ Lht‘f.]mpact of staff layoffs is must keenly felt on a persnn;il IE‘E]

k .

yoo o T
, Iﬂfdtmation’ T T v el

_ Epnally, information rmeds will_contigue to be a major source of *
'r“'tu;m Thls will be so in par[ bEc.mié mfurpgttmn 15 ]L]lEd on
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. msts ‘l‘thL ‘;1151:} 1s slgmﬁcim mlE

: dull haxe thelr rale in budg&

the blggest hurdle to the dlrect apphca, on Df man l?msmess buclg B
eting PTBEEICE in higher educatign is-the lack of undmstandmg of the-
fum:tmn “The cost and-benefits accompanying a; decision. 7,
hier to usesteel or Pldstli in .the production of some dur-. -
: ,Easd) -determined in mdustry Educators, however, can . -
consensus mm‘:ermng similar tradeoffs  in thes dgvelop R
ated jndividual. In-fact; much debate continues-about- -
er education and._how they. ‘might. :be measur&d T
n. provig ng this type of information for budgetary decision-
g is lrﬂpedeﬂ by definitional prabléms ‘but sngmigant efforts - —
continue. ‘N&t only are advances prabable in understanding the econ? -
—-omy of 'scale at institutions through measuping fixed and variable ’
L m thf: méasurgménlt of edut:i= _' e

j§ﬁ f dEb'ltE,‘ at various levels for KGIE Enreaemble futuresdebates
onc rnmg goals, i:urpases ﬂEﬁnlthl‘lﬂ and analyncal méasurﬂménl" §
'téﬁhn ques. % : o , ST

.more sensitive participants. T
. budget- pldnmng through its’
hurmm purposes,” should: be -of ‘interest - us a]]
- years, some.of the most fumhmennl dg
dl'ld Eumnan of hlghér edum ion- are 11




_ ( learr nghcmse on ngher Educgtmn\absuar;ts and m-
[+ 1 ent 'Ixterature on higher e

ucation’s iﬁﬁnthly “bi liagraphic: jﬁ*ﬁmal g
ation ﬁfE) Most of these- pubhcauons are avau]&b e thr,,‘ 1gh
the ERIC Document Rapmductmn Service -(EDR(S), Drdérmg num-- ;

r and price 'for pubhca:mns cited: in “this- bil h@gﬁphy that ate

~ “available from EDRS have been includedsgt-the énd of each’ citations
' " Readprs Whﬂ ‘wish to order a publicatifin should write to the’ ERIG _
.. Dochment Repraductmn#Servxce Post ‘Office Box: 190, Arlington,  *
- Virginia 22210, “Wheh orﬁenng plEaSE:‘éngley the: clgcumem num-"* .-
. ber Un]ess otherwise noted, documents are axallablé in bmh micro- ¢

L]

e Phéméc;;%y (HC).

o Hankm% RBSSEH L, a.ggl Schmeder Rag G A. ]
nalysis in: Hzgher Etiuf&' 2. Vol. It The Zztfrature

t Analysis in Hzg, fr Edumtmn Wﬂshmgtﬂn, D.Csoe

acm,Educ*mon, = 75 R ,

'linovernmerLt "Th%ﬁ e of the Facuhy in B:l:%
' AAUP Bul[i?l'l?i 62 (D«:temb&:r 1976):
S

\%ppfh:auo@nf CertaingfBusiness Pmcedures -

Ph.D. d{SSEElallDﬁ thremcmt
r, 1972

’7"’” Plax;gjn ng
Ph D di’s ertal

e smzmt:ng PTITFEPIPY ADmemmd

and T;V, sch Gleﬁn A Fzmdaméﬂzlex ) Jil‘ctm:ff :‘:ﬂsz"‘{ii \ ’
fa%mtmg Home 'OGd Ill thhaq;,d D. Irwlm 1974
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Gﬂlémblt‘:wﬂ(l an

dgeting and. ;
¢k Rubin, pp ta
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S cational Programs.” In Edufatmmzl !
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ipn ‘of “Highér - Education., . .
Educﬂﬁlm‘l 1971,
— ed Eﬂalutztmg Statewide Boards: New Dlréctu:ms for IHSUELF
tional Research, no: 5=8an Francisco:: - Jossey: B'!ss 1975, .
—, ed. "LEnglEthE Program Evaluation.” In. Irzx:remmg the Pub o
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